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HOW DOES YOUR DRAFT 
COMPARE WITH 


Pratad-Greenbac ? 


Does Your Present WILL PROTOD-GREENBAC 
Draft Provide: Provide These Advantages? 


i Protection from fraudulent dupli- 
* cation? Is the paper unobtain- 
able in blank? 


An efficient layout based on 
actual operating tests? 


An economical method of re- 
cording issuance? 


A method of issuing that saves 
customers time? 


An expression of your bank's in- 
dividuality? 


Quick service in supplying 
drafts to your correspondents? 


Self-cancellation when alter- 
ation is attempted? 


Insurance to safeguard you 


against losses from fraud? 


If your present draft does not provide every one 
of these advantages, it will pay you to let one of 
our representatives demonstrate Protod-Greenbac. 


OFFICES IN ALL PRINCIPAL CITIES 
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The Condition of BUSINESS 


FAVORABLE WITH AN “Ir”. There is ample evidence of 
business confidence on every hand, although it is largely of 
the day-to-day variety, or perhaps, month-to-month. The 
kind of optimism that thinks in terms of the next five years 
or so is what is really needed to bring about a wholehearted 
recovery, and this spirit is lacking, of course. Most plans for 
the future still contain a big “if” or two. 

With the greatest volume of bank money in history wait- 
ing for something to happen, and the greatest opportunities 
in history waiting for the money, we have the setting for an 
extraordinary period of business activity. In order to dis- 
cover what it is that we are waiting for it is well to examine 
some of the items on each side of the current news ledger. 

CauTION Persists. The war, deficits, taxes, politics, red 
tape and a frequently unfriendly bureaucracy are a few of 
the general headings under which we can find most of the 
reasons why business is still skeptical. On the reverse side of 
the picture there is the fact that we have enough capital to 
finance an era of great progress and prosperity; we have 
ready at hand technological advances exceeding anything in 
the country’s previous record and a huge surplus of man 
power. Finally, from a rather selfish viewpoint, we must take 
into account that the leading countries abroad are pre- 
occupied with war. 

Cross INDEX. BANKING’s index of the general trend of 
business, obtained from a poll of 3,000 bank directors and 
bank presidents in all sections of the country, compared with 
the previous month, shows a slightly better trend. 

Fifty-five per cent of those polled for the purpose of this 
summary said that business was getting better, 34 per cent 
found conditions about static and 11 per cent reported a de- 
cline. The month before, 53 per cent said that the direction 
was up, 30 per cent reported that their respective enterprises 
were holding their own, and 17 per cent reported an unfavor- 
able trend. 


The composite cross index figure this month stands at 83. 
(See chart.) 


UNCHANGED DOWN 


Waose Bank Deposits? Funds on deposit in banks in the 
United States increased at the average rate of more than 
$100,000,000 weekly during 1939. The total stood at almost 
$65,000,000,000 at the end of the year, excluding interbank 
deposits, and the trend was still upward. In fact the banks 
ended a 10-year period of depression and difficulties with 
$9,000,000,000 more on deposit than they had back in 1929. 
These figures have a reassuring sound but they are in some 
respects a measure of weakness and not strength. 

A good part of the idle funds now in the banks belongs to 
business concerns which do not need any public financing to 
expand their operations. The failure of industry to make 
use of its own funds is the result of causes other than financ- 
ing considerations. What is needed is not so much additional 
flotation of securities as more productive investment of funds 
already available to industry. It does not follow that the 
capital financing machinery of the country has been at fault 
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This index is based on BANKING’S monthly survey of bank 
directors, a complete record of which appeared in chart 
form on page | of the January issue 


or is obsolete. The alternative is certainly not the further use 
of Government credit and spending. 

When more people feel that they can borrow profitably, or 
lend safely or invest confidently in American industry, this 
money will stop accumulating and go to work. 

ForeEIcn Deposits. There is an impression that the huge 
rise of deposits has been due largely to an influx of funds 
from abroad. This is true although in the first nine months of 
last year the total capital movement into this country from 
overseas was less than $1,200,000,000. Almost a billion of 
this was in foreign bank funds. 

The total of foreign banking funds in this country in- 
creased by more than $3,250,000,000 in the four years ending 
December 30, 1939, and the amount now stands at approxi- 
mately $3,845,000,000. On the other hand the growth of 
deposits owned by American individuals, partnerships and 
corporations during 1939 exceeded $3,000,000,000. 

BANK EARNINGS. The commercial banks of the country 
increased their profits substantially in 1939 over those of 
the previous year. Statistics available from reports of an- 
nual meetings of individual banks indicate that there is wide 
disparity between the earnings of individual institutions 
even in the same locality. A conservative estimate is that the 
increase in net profits for all in 1939 over 1938 was between 
20 and 30 per cent. 

Through most of the reports to bank ubbabbin there 
ran a hopeful note regarding the business outlook for the 
coming months. Certainly there is an earnest desire on the 
part of banks everywhere to put their funds into active use 
and the various efforts in this direction received an unusual 
amount of attention in the annual reports. 

Heap Over HEEts. It may be accepted as a matter of 
course that the fiscal outlook of the Federal Government is 
not satisfactory but the situation is not easily remedied. 
The Federal Government has undertaken so many new 
duties in connection with farm aid, unemployment relief, 
business recovery and what not that the whole thing is 
somewhat out of hand. The minute any one of these services 
is attacked and appropriations threatened there is an outcry 
from the interested groups. 

How To BALANCE THE BupbcET. Budget balancing will be 
possible only when the country at large is willing to forego 
many of the things it now demands or the national income 
increases to a point where it can bear the burdens. 

Wittram R. Kusns 
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IT TAKES THREE KINDS OF MONEY 
TO BUY PEACE OF MIND 


MEET the problems ¢ 
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This third kind of money may determine whether old age 
will be a time of security and comfort — or regret. It is the kind 
of money every man must provide for bimself —and for his family 
© —if he is to enjoy true peace of mind. 
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Interest Rates 


NCREASING gold stocks reflected 
| in increasing bank deposits and ex- 

cess reserves seem to have more 
than kept pace with increasing bank 
loans, and the moderate rise in com- 
mercial credit during the past year has 
had no effect on interest rates. There is 
little prospect of any change for the 
better from a bank standpoint. 

It seems questionable whether a rise 
in interest rates abroad will have any 
influence upon American rates. The 
British Government has been maneu- 
vering so as to borrow as cheaply as 
possible, while the operations of the 
French Government through the Bank 
of France have had a similar result. 
Since these countries cannot borrow in 
American markets it does not appear 
that ultimate tightening of money in 
Europe can have any influence here. 

In spite of government restrictions, 
however, money has a way of seeking 
a world level and improved rates in 
Europe may yet have an influence upon 
the American situation. 


Armament Expenditures 


SOME AUTHORITIES seem to anticipate 
more business stimulant from the 
armament program of the United States 
in the immediate future than from for- 
eign war orders. The former are cer- 
tainly an important item in current 
business volume and will increase soon. 

It should be pointed out, however, 
that the outlays provided for by Con- 
gress stretch over considerable time. 
Appropriations for defense for the cur- 
rent fiscal year were $1,359,488,088; to 
this must be added the supplemental 
appropriations of $272,000,000 which 
the President has asked for emergency 
outlays. The estimates for next year 
amount to around $1,800,000,000, in- 
cluding $300,000,000 in emergency out- 
lays whose effect on business will 
probably be felt this Summer. 

Current expenditures for defense are 
not inconsiderable. Outlays for the 
Army and Navy in the first half of this 
fiscal year total upward of $700,000,000. 
This, of course, includes normal upkeep. 


War’s Effect on Agriculture 


THE EFFECT of the war on American 
agriculture may well puzzle the Gov- 
ernment as well as the farmer. 

Everyone seems to agree that what- 
ever the effect, it will be unequal on 
various farm products. As seen by 
Secretary Wallace, there may in time 
come a good demand for American 
wheat and wool. Cotton is in the 
doubtful class, while already the effect 
on tobacco, fresh and canned fruits and 
the like has been unfavorable. Since all 
imports of farm products are strictly 
controlled by British and French au- 
thorities, developments must depend 
upon belligerent needs as interpreted 
by the food and raw material controls. 

This has some advantage. It suggests 
that whatever demand develops will be 
strictly controlled and that whatever 
stocks may be on hand after the war is 
over will be released with due regard 
for costs and current values. If, by the 
development of an extraordinary de- 
mand, American farmers are led into 
overproduction there may be protection 
for them in this Government control. 

However, in the opinion of the Secre- 


EXPERIENCED 


Daniel W. Bell of Ili- 
nois, new Under Secre- 
tary of the Treasury, 
entered that Depart- 
ment in 1911 as a ste- 
nographer and book- 
keeper. His many Treas- 
ury positions have 
included: Assistant 
and Acting Director of 
the Budget, Commis- 
sioner of Accounts and 
Deposits, and Assistant 
to the Secretary 


tary of Agriculture, control works both 
ways and if it is wise for the belligerent 
governments to control consumption it 
ought to be wise for the producing 
nation to control production. The Sec- 
retary feels that it will be necessary to 
have the machinery necessary for crop 
and price adjustments. In other words, 
the United States must continue what 
it is doing, only more so. In one respect 
the Secretary in his review of the situa- 
tion is undoubtedly right. Economically 
exhausted nations are poor customers 
for the farmer and every other producer. 


Reserve Earnings 


EARNINGS OF the Reserve banks on 
current operations during 1939 reached 
a total of $38,500,000, or $2,240,000 
more than in 1938, according to pre- 
liminary figures issued by the Reserve 
Board. The increase was due prin- 
cipally to profits on sales of Government 
securities. 

It is significant that the report of 
earnings also includes reserves for losses 
on industrial loans. 

(CONTINUED ON PAGE 5) 
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NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 


FINANCIAL STATEMENT 
December 31st, 1939 


ASSETS 


Investments: 

Preferred and Guaranteed Stocks er 4,996,311.16 

Common Stocks . . . . . . 7,590,725.00  20,555,210.01 
Premiums in Course of Collection, 

Not over 90 Days Due . 1,076,346.20 
Accrued Interest, Dividends and Rents . . . . . . 115,517.37 
Reinsurance and Other Accounts Receivable . . . . . 57,084.79 
500,000.00 

TOTAL ADMITTED ASSETS . . $25,401,241.21 


LIABILITIES 
Reserve for Loss Adjustment Expenses . . « 720,500.00 


Reserve for Commissions, Expenses and Taxes 907,633.23 


251,178.01 


*Represents difference between total values carried in assets for all bonds and stocks owned 
and total values based on December 31, 1939 market quotations. 


Bonds carried at $1,266,005.90 are deposited for purposes required by law and bonds carried 
at $31,022.40 are deposited as collateral on surety bonds required in court proceedings. 


BANKING 


NG 


WASHINGTON—Continued 


Farm Tenant Financing 


THe Farm Crepit ADMINISTRATION 
has announced that in the four years 
the liberalized terms for mortgage loans 
to enable tenant farmers to buy their 
own farms have been in effect the 
Federal land banks have put out about 
$200,000,000 for the purpose, covering 
purchases by approximately 80,000 
farm families. Farmers and tenants 
borrowed $19,600,000 through the land 
banks for this purpose during the last 
half of 1939. 


A.A.A. Payments 


Ur To January 3 the Agricultural 
Adjustment Administration had paid to 
farmers $496,536,371 in the current fiscal 
year. Thisisa little more than half of the 
$947,113,200 allotted for this particular 
phase of farm aid. A little over half of 
these payments represent outlays for 
“ parity 


Corporations Play Fair 


Tue TREASURY reports after a review 
of the income tax returns of around 
62,000 corporations that the latter are 
“playing fair” by not withholding more 
than a reasonable proportion of their 
earnings so as to ease the tax burdens 
of their stockholders. Whether this 
would have been the case had there been 
no excess profits tax to drive the corpo- 
rations into a policy of more liberal 
dividends is a debatable question. At 
least, however, the present policy fol- 
lowed by the corporations is voluntary 
and it can be modified to suit the needs 
of each concern in the matter of new 
capital outlays out of earnings. 


Public Debt Interest 


THE AVERAGE rate of interest paid 
on the public debt in 1929 was 3.9 per 
cent. At the close of 1939 it was 2.6 
per cent. The interest actually paid on 
the public debt in the fiscal year 1929 
was $678,980,351. In the current fiscal 
year the estimated amount is $1,050,- 
000,000. 


Baby Bonds 


On January 1 United States Savings 
Bonds were outstanding in the amount 
of $2,208,880,724 and $42,000,000 of 
the bonds were sold in the first five 
days of the new year. Sales in the last 
half of 1939 amounted to $434,000,000. 
When this class of security was first 
offered no one had the least idea that the 
volume would ever reach anything like 
the present record. The significant 
feature is that large investors, including 
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many institutions, are going in for these 
securities to the full limit allowed by 
law,—$10,000 for each investor each 
year. 


Housing Authority Notes 


OwING TO a slowing up of construc- 
tion in some localities the second issue 
of local housing authority notes offered 
under the supervision of the United 
States Housing Authority was not as 
large as the first issue, but it is expected 
that the next issue will return to the 
$50,000,000 standard. The issue offered 
January 24 totalled $35,501,000 and 
included local issues by Los Angeles 
in the amount of $1,020,000; Bridge- 
port, Conn., $3,200,000; Boston, $10,- 
175,000; Fall River, Mass., $980,000; 
Lowell, Mass., $1,776,000; Cleveland, 
$6,250,000; Dayton, $1,600,000; To- 
ledo, $2,200,000; Chattanooga, $3,300, 
000; and Memphis, $5,000,000. 


Savings 


GOVERNMENT CIRCLES say that gov- 
ernment reorganization has saved around 
$11,000,000 since it went into effect 
last Summer. This amount is expected 
to be increased to around $25,000,000 
when forthcoming new inter and intra- 
departmental reorganization orders go 
into effect. 


Government Loans 


In spite of notable decreases, espe- 
cially in such great concerns as the 
RFC, the HOLC, and the like, total 
loans of Government corporations and 
credit agencies outstanding increased by 
around half a billion dollars last year. 
The Farm Security Administration, the 
Commodity Credit Corporation, and 
the United States Housing Authority 
were among the units chiefly accounting 
for the increase. 


Warning As To Prices 


THe TEMPORARY NATIONAL Eco- 
NoMIc CoMMITTEE has issued a warning 
that alert and cooperative action on the 
part of Government and business will 
be required in the immediate future if 
prices are to be kept in balance. While 
there has been a relatively stable level 
of commodity prices in recent months 
the Committee points out that prices 
of strategically important war materials 
have risen appreciably and the price 
situation gives no reason for com- 
placency. It is a notable feature of the 
present business situation that all au- 
thorities, governmental and business, 
are united in the idea that marked 
advance in prices must be avoided if 
business recovery is to be continued. 
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Beauty tames the beast Farm Credit Policy 


APPARENTLY SOME new farm credit 
‘ ‘ policy is impending. Last Fall the Fed- 
(of business detail) eral Land Banks x ce foreclosures 
a i on delinquent farm mortgages. When 
Secretary of Agriculture Wallace took 
over the FCA on January 10th he in- 
structed its officials to find a way to 
re-establish delinquent borrowers on a 
“sound basis” which would maintain 
the integrity of the Land Banks. Bank- 
ers with sour mortgages on their hands 
will watch developments with consider- 
able interest. 


Canadian Loans 


UNDER THE Neutrality Act the 
Government’s law officers have held 
that a Canadian corporation owned 
by a parent corporation in the United 
States is a foreign corporation operating 
under Canadian laws. Apply this prin- 
ciple to the matter of Canadian loans 
and one has the important conclusion 
that these Canadian subsidiaries of 
concerns on this side of the border 
can subscribe to Canadian war loans 
on the other side of the border provided 
the funds therefor are not transferred 
from the United States for the purpose. 
Does work stick on your desk like fly-paper? Do details This little quirk in the international 
buzz, buzz around your head? Turn all your troubles over | financial situation may become of real 
to this handsome new desk Ediphone. Compact as a box of | importance in the near future. 
cigars...and completely enclosed! 
Plural Directorships 


SENATOR GLass, of Virginia, has 
again introduced a bill in the Senate to 
extend to February 1, 1944, the time in 
which individuals holding directorships 
in more than one national bank must 
relinquish plural offices of this sort. 
Congress in its last session passed a 
bill extending the limit to February 1, 
1941, but it was vetoed by the Presi- 
dent. 


Sale of Shipping 


FEDERAL SHIPPING authorities, in- 
cluding congressional committees, have 


come to realize that the steady destruc- 
It’s fun to see how this “business valet” sweeps everything off your desk. Notes, | tion of shipping in the war is improving 


letters, memoranda, reports and instructions don’t pile up. Just talk your work | the position of American shipping in 

away... that’s Ediphone Voice Writing. spite of the restrictions imposed by the 

Choose from two newly designed Ediphones—the “streamlined” cabinet type Neutrality Act. Not only are more 

11" Bat American ships finding employment 

that takes up only a square foot of floor-space, or the 8/2” x 11” Ediphone for these do 
your desk. Try one yourself. No strings attached. Write Dept. K2, Thomas A. 


, for the outright sale of ships to other 
Edison, Inc., West Orange, N. J. In Canada, Thomas A. Edison of Canada, Ltd., gerents. 
610 Bay Street, Toronto. 


Great Britain is reported in the market 
for around 200 American vessels. The 
sale of American vessels of the classes 
e sought will enable the American mer- 
on chant marine to be brought up to the 

ip most modern standards. 

EDISONBVOICEWRITER GEORGE E. ANDERSON. 
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AND IT GREW, AND GREW, AND... 


Why bond employes? Well, a dislodged bit of snow grows 
as it gains momentum . . . with terrific speed it becomes 
a giant, beyond control. Likewise, the trifle “borrowed” 
today can wreck the firm tomorrow. 

Fidelity bonding does two things. It gives protection 
against losses sustained when a trusted employe has made 
the downhill plunge. More important, the Maryland’s 
investigation preliminary to issuing the bond may uncover 
weak spots, such as lax accounting methods. By correct- 


ing these, heavy losses may be avoided by discouraging the first 
small violation of trust. 

Your Maryland agent, or your broker, is a good man to 
see right now, if your firm, and the welfare of all your 
employes, is not protected against loss by unforeseen 
events. His advice, based on specialized training and many 
years of experience, costs you nothing .. . if acted on you 
may find it priceless. Why not call him in, today? Maryland 
Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 


to help you obtain protection against unforeseen events in business, industry and the home. 


February 1940 


e 
dit 
> 
d- Unforeseen events...need not change and shape the course of man’s affairs 
res 
st 
rt. 
a 
1, 
si- 
ve 
ng 
in 
he 
‘ 
nt 
nd 
er 
ts. 
et 
he 
G 1 


THE HOME 


INSURANCE COMPANY 


NEW YORK 


DIRECTORS 


LEWIS L. CLARKE 
WILLIAM S. GRAY 
CHARLES G. MEYER 
WILLIAM L. DE BOST 
WILFRED KURTH 
EDWIN A. BAYLES 
GORDON S. RENTSCHLER 
ROBERT GOELET 
HERBERT P. HOWELL 
MORTIMER N. BUCKNER 
FRANK E. PARKHURST 
GEORGE McANENY 
GUY CARY 
HAROLD V. SMITH 
HARVEY D. GIBSON 


STATEMENT—DECEMBER 31, 1939 


ADMITTED ASSETS 
Cash in Banks and Trust Companies 
United States Government Bonds 
All other Bonds and Stocks 
First Mortgage Loans 
Premiums uncollected, less than 90 days due 
Reinsurance Recoverable on Paid Losses. . 


Other Admitted Assets 


. . $ 15,295,880.95 
10,753, 105.49 
86,911,891.37 

300,000.00 
8,353,236.18 
1,021,060.43 

420,923.52 


$123,056,097.94 
LIABILITIES 


Capital Stock: (3,000,000 Shares @ $5 ParValueEach) . . $ 15,000,000.00 
Reserve for Unearned Premiums. 48,121,615.00 
Reserve for Losses. 6,190,596.00 
Reserve for Taxes . 2,350,000.00 
Reserve for Miscellaneous Accounts... . 848,768.58 
Funds Held under Reinsurance Treaties . . 173,600.52 

NET SURPLUS 50,371,517.84 


~ $123,056,097.94 

NOTE: In accordance with Insurance Department requirements— 
Bonds are valued on amortized basis. Insurance stocks of affiliated companies are carried 
on basis of pro-rata share of Capital and Surplus. All other securities at Market valuations. 


Securities carried at $3,130,503.00 and cash $50,000.00 in the above Statement are 
deposited as required by various regulatory authorities. 
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JUST A MINUTE 


The Debt 


R. ATWOOD’S article on the na- 
tional budget seemed to us to be 
eminently fair and reasonable. 
We shall make no other comment 
except to suggest that it be read. 
Incidentally, President ROOSEVELT’s 
views on the public debt, as stated in 
his budget message to the Congress, are 
reprinted in BANKING’s Digest. 


Emphatically Affirmative 


UESTION No. 2 in BANk1no’s real 
estate survey is up for discussion 
this month. It’s this: 

“Do you believe that the housing 
problem in your area can be solved ade- 
quately, on a sound, profitable basis, by 
private enterprise?” 

The answer, coming from more than 
2,000 banks replying to our question- 
naire, is emphatically “Yes.” 

The responses are analyzed in an im- 
portant article that starts on page 22. 


Another ‘‘ Yes’’ 


ESSRS. EBERLE and ERVIN are 
back with another article (page 
30) in their bank insurance series. Much 
interest has been taken in these in- 
formative, accurate dissections of an 
important banking problem, and we 
have had several inquiries as to whether 
the series, which is nearing completion, 
will be reprinted in booklet form. 
In this case, also, it looks as though 
the answer is “ Yes.” 


Money and Mr. MacGregor 


| e~ with us again is T. D. Mac- 
Grecor—he of the bank slogan 
and unusual bank name stories—with 
the results of some energetic digging 
into monetary history. Starting his 
chronology a couple of dozen centuries 
B.C., he hits the high spots down to the 
establishment of the United States 
monetary system. En route to the days 
of Alexander Hamilton, he dusts off 
interesting dates and data about banks 
and banking. (Page 25.) 


Consumer Credit 


S. WOOLLEY, whose new book on 

* bank management policies is re- 
viewed this month, contributes an 
article that has to do with our national 
instalment-mindedness. As might be 
expected, Mr. WOOLLEY concentrates 
on the setting up and operation of a 
consumer credit department in a bank, 


February 1940 


rather than on the social and economic 
aspects of paying from income. 

He does take occasion to observe, 
though, that “this mortgaging of future 
income to supply the wants of today is 
the way all business is conducted under 
the present economic system.” 


Can’t Tell a Lie, Pa!’’ 


AN this time each year we anticipate 
February 22 by taking from the 
bookcase our ancient copy of Parson 
Weems’ “The Life of George Washing- 
ton with Curious Anecdotes, Equally 
Honourable to Himself, and Exemplary 
to His Young Countrymen.” Here in- 
deed is seasonal reading, the extra- 
special part being, of course, the cherry 
tree story. 

Brother WEEms (Mason L.), minister, 
pamphleteer, bookseller, traveler, story 
teller, knew how to write what people 
wanted. His “Life” (better spelled, 
says one commentator, without the 
“‘f”) first appeared in 1800 as a modest, 
rather matter of fact, though eulogis- 
tic, pamphlet. It was highly successful, 
and the good parson, anxious to make a 
best seller sell better, issued successive 
new editions, each with embellishments. 
Into the fifth went the tale of the 
hatchet. 

If Mr. Weems forged the truth now 
and then, he made full restitution by 
contributing generously to our folklore. 
Grant Woop, the artist, summed up 
for the rector in his recent observation 
that although “it is good we are wiser 
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Yes . . . time passes, Since 
the founding of Millers Na- 
tional seventy-five years have 
gone by — years of experi- 
ence — years of progress. 


Millers National has built its 
resources and is today one of 
the strongest fire insurance 
companies of our nation. Its 
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New York State Cash Items 


@ The Marine’s night transit service affords a way 


for your bank to save up to 24 hours in presenting 


cash items throughout New York State. 


With very few exceptions, items reaching us prior 
to 1 A. M., will be presented the next business day 
in 56 New York State cities. 


This fast night transit service is possible because 
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today and recognize historical fact from 
historical fiction”, when we debunked 
the cherry tree story “something of 
color and imagination departed from 
American life.” 

What we set out to do here was to re- 
peat, in its old form, the story for the 
benefit of readers who may not know 
Weems. He relates the anecdote as com- 
ing from an old lady who had lived with 
the Washingtons, and uses it to illus- 
trate how thoroughly George was 
trained in veracity by his father. 

“‘When George,” said she, “ was about six 
years old, he was made the wealthy master 
of a hatchet! of which like most little boys, he 
was immoderately fond, and was constantly 
going about chopping everything that came 
in his way. One day, in the garden, where he 
often amused himself by hacking his moth- 
er’s pea-sticks, he unluckily tried the edge of 
his hatchet on the body of a beautiful young 

English cherry-tree, which he barked so ter- 

ribly, that I don’t believe the tree ever got 

the better of it. The next morning the old 
gentleman finding out what had befallen his 
tree, which, by the by, was a great favourite, 
came into the house, and with much warmth 
asked for the mischievous author, declaring 
at the same time, that he would not have 
taken five guineas for his tree. Nobody could 
tell him anything about it. Presently George 
and his hatchet made their appearance. 
George, said his father, do you know who killed 
that beautiful little cherry-tree yonder in the 
garden? This was a tough question; and George 
staggered under it for a moment; but quickly 
recovered himself: and looking at his father, 
with the sweet face of youth brightened with 
the inexpressible charm of all-conquering 
truth, he bravely cried out, “J can’t tell a lie, 

Pa; you know I can’t tell a lie. I did cut it with 

my haichet.’—Run to my arms, you dearest 

boy, cried his father in transports, run to my 
arms; glad am I, George, that you killed my 
tree; for you have paid me for it a thousand fold. 

Such an act of heroism in my son, is worth more 

than a thousand trees, though blossomed with 

silver, and their fruits of purest gold.” 

Before we leave George, let it be ob- 
served that he did mot cut the tree 
down; he only barked it, albeit “ter- 
ribly.” 


Orchids, Professor Munro 


| magazine making, the reader’s the 
thing; and so we were much pleased 
at the cordial reception given WILLIAM 
B. Muwnro’s “Banking Enters the 
Forties”, published in the January 
number. One good friend said it was the 
best article we ever printed. A bank im- 
mediately ordered extra copies for the 
members of its directorate, and another 
wanted a thousand reprints. 

There’s a saying among news men 
that nothing is staler than yesterday’s 
paper—or even the early edition of this 
afternoon’s. However, that isn’t quite 
true of a magazine, especially if you 
haven’t read it. Now in case you missed 
Professor Munro, and January BANK- 
NG is stil] handy . . . 
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HOW TO 


An Endowed Elm 

HIS New York State elm has a bank 

account. Thirty years ago the con- 
tractors who were building a road be- 
tween Collins and Collins Center wanted 
to cut the tree down, but it was spared 
when folks protested strenuously. 

Simultaneously, friends of the elm 
passed the hat and raised more than 
enough to pay for some tree surgery. 
The surplus, now amounting to about 
$35, has since been in The Citizens 
National Bank of Springville, which, 
says Cashier O. H. STEARNS, is seeing 
that the funds are administered prop- 
erly and that the elm is taken care of. 


Per Curiam 


— ye, hear ye, hear ye! 
Business is getting better in one 
Pennsylvania county. 

This is not a particularly startling 
statement and the reader will be ex- 
cused if the news doesn’t excite him. 

But we got a real kick out of it, be- 
cause of the unusual barometer that 
furnished the information. 

Each month BANKING asks several 
thousand bank directors, among others, 
how their particular businesses are far- 
ing. Many of these directors, of course, 
are professional men. Thus it happened 
that a Pennsylvania judge in the Court 
of Common Pleas received our query 
and took the occasion to deliver an opin- 
ion which, we think you’ll agree, is well 
worth making a matter of more perma- 
nent record than our files. Here it is. 

Business in the courts is always good, but 
here are certain indications that point to 
business conditions in our immediate com- 
munity. 

I have found, through 14 years’ experi- 

ence, that when business conditions are im- 

proving we have an increased number of 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 
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jurors who desire to be excused from jury 
service for business reasons. This is apparent 
at the present time. 

I have also noted—and this is true today— 
that when business is improving we have 
fewer cases arising out of contracts, and we 
have more settlements of these cases. I pre- 
sume the reason is that when men are busy 
they would rather settle their differences 
than waste time in court. 

Another reason is that when business is 
improving, or good, business men pay their 
obligations and do not seek delay by inter- 
posing more or less valid excuses for not 
paying them. 

From these indications, and from what I 
hear, I believe that business is getting better 
at the present time. 


P.S. 


N corroboration of the above comes a 
note from a Supreme Court clerk in 
New York State. After commenting on 
the improved business conditions in his 
community, he adds in the lower corner 
of his letter, as though by afterthought: 
“Court business is dull—no bad fault.”’ 


Forgery Clinic 


SOUTHERN banker whose com- 

munity has been troubled with 
petty forgeries asked us for suggestions 
as to how this epidemic might be 
checked. 

“What do you think,” he wrote, “of 
conducting a ‘clinic’ or conference for 
our customers and having some experts 
lecture on the subject?” 

This looked like a job for the Associa- 
tion’s Protective Department, so we 
turned the letter over to Deputy Man- 
ager JAMES E. Baum, its boss. Mr. 
Baum, replying to our correspondent, 
said the idea of a clinic discussion 
should produce good results and sug- 
gested that the banker review back 
numbers of the Protective Bulletin, most 
of which contain material appropriate 
for clinical discussion. Mr. BAum called 
particular attention to an article in the 

(CoNTINUED ON PAGE 14) 
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New 


Amount of Underwriting 
Issue Interest 
$14,750,000 CENTRAL ILLINOIS ELECTRIC AND GAS CO. $1,500,000 ! 
First Mortgage 334 % Bonds, Due June 1, 1964 
3,000,000 CENTRAL ILLINOIS ELECTRIC AND GASCO. .... . 310,000 of 
3%, 32% & 4 F Serial Deb., Due Dec. 1, 1939 to June 1, 1949 
4,100,000 CENTRAL OHIO LIGHT & POWER COMPANY .. . 1,050,000 in 
First Mortgage 4 % Bonds, Series C, Due August 1, 1964 id 
25,000,000 CENTRAL POWER AND LIGHT COMPANY. rae ee 1,500,000 1a 
First Mortgage Bonds, Series A, 334%, Due August 1, 1969 or 
7,000,000 CENTRAL POWER AND LIGHT COMPANY. . . 420,000 
Serial Debentures 112% to 3 %, Due August 15, 1940- 46 H 
+24,000,000 COMMONWEALTH EDISON COMPANY. . . 2,640,000 he 
Convertible Debentures, 3 1/2 % Series, Due July 1, 1958 
6,600,000 COMMUNITY PUBLIC SERVICE COMPANY . . 1,200,000 ar 
First Mortgage Bonds, 4 % Series, Due March 1, 1964 ’ 
52,500,000 GATINEAU POWER COMPANY . 2,310,000 § ° 
First Mortgage Bonds, 334 %, Series A, Due April :, 1969. fi 
27,300,000 GULF STATES UTILITIES COMPANY. . . 1,000,000 
First Mortgage and Ref. Bonds, Series D, 3 42 %, Due May1, 1969 is 
{ 14,250,000 IOWA PUBLIC SERVICE COMPANY . . ° 1,400,000 
First Mortgage Bonds, 334 % Series, Due August 1, 1969 ' 
26,500,000 KANSAS POWER AND LIGHT COMPANY, THE . 2,400,000 
First Mortgage Bonds, 3 42 % Series, Due July 1, 1969 7 
13,000,000 NEW YORK STATE ELECTRIC & GAS CORP. . 1,300,000 P 
First Mortgage Bonds, 334 %, Due May 1, 1964 
445,000,000 NORTHERN INDIANA PUBLIC SERVICE COMPANY . - 5,850,000 f! 
First Mortgage Bonds, Series A, 334%, Due August 1, 1969 
17,000,000 OKLAHOMA NATURAL GAS COMPANY. - « 1,275,000 
First Mortgage Bonds, Series B, 334%, Due August 1, 1955 
95,000,000 PENNSYLVANIA POWER & LIGHT COMPANY . 4,615,000 
First Mortgage Bonds, 3 42 % Series, Due August 1, 1969 
28,500,000 PENNSYLVANIA POWER & LIGHT COMPANY . « « « 1,385,000 t 
41, % Debentures, Due August 1, 1974 ; 
440,000,000 PUBLIC SERVICE COMPANY OF COLORADO. ‘ 9,500,000 
First Mortgage Bonds, 3 12 % Series, Due December 1, 1964 
712,500,000 PUBLIC SERVICE COMPANY OF COLORADO. 5,250,000 
4 % Sinking Fund Debentures, Due December 1, 1949 
+38,000,000 PUBLIC SERVICE COMPANY OF INDIANA . 4,750,000 
First Mortgage Bonds, Series A, 4%, Due September 1, 1969 | 
+10,000,000 PUBLIC SERVICE COMPANY OF INDIANA . . 1,250,000 
Serial Debentures, 3 7 %, Due serially Sept. 1, 1940 to Sept. 1, 1949 
6,750,000 SOUTHWESTERN LIGHT & POWER COMPANY . . . 1,360,000 
First Mortgage Bonds, Series A, 334%, Due December 1, 1969 
¢ 7,000,000 TERMINAL RAILROAD ASSOCIATION OF ST.LOUIS . . 2,000,000 
Ref. and Imp. Mortgage 3% % Bonds, Series B, Due July 1, 1974 
40,000,000 TEXAS CORPORATION, THE . - 1,000,000 
3 % Debentures, Due April 1, 1959 
+ 2,000,000 UNION JOINT STOCK LAND BANK OF DETROIT, 1,000,000 
MICHIGAN . . ° 
2% % Farm Loan Bonds, ‘Due December 1, 1944; Opt. 1941. 
22,000,000 WASHINGTON WATER POWER COMPANY, THE . 900,000 
First Mortgage Bonds, 312 % Series, Due June 1, 1964 
18,000,000 WEST TEXAS UTILITIES COMPANY . 1,500,000 


= 


First Mortgage Bonds, Series A, 334 %, Due May 1 1, 1969 


SEND FOR THIS YEAR-END BOND REVIEW 


It will give you a quick, yet com- 
prehensive review of the activities 
and influences operating in the 
1939 bond market as a whole — 
and in each major classification. 
Every bond investor will benefit 


from a reading of this review — 
gaining a better understanding of 
past trends and a basis for future 
judgment. A copy will be sent 
without obligation, upon request. 
Simply write for leaflet KC-25. 
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IN WHICH 


LIST of 104 bond, note, and debenture issues with which 
A Halsey, Stuart & Co. Inc. was identified during 1939 as one 
of the original underwriters is presented here. Underwriting interest 
in the 26 corporation issues with which this organization was so 
identified ranged from 2.5% to 50%. Of the 78 municipal issues 
originating in 23 states, 42 issues were underwritten alone by 
Halsey, Stuart & Co. Inc.; 30 issues were underwritten by groups 
headed by Halsey, Stuart & Co. Inc. In aggregate principal 
amount (more than 800 million dollars) the 104 issues represent 
over one-third of all corporate and long-term municipal bond 
financing publicly offered in the United States during the year. 
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465,000 
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500,000 
275,000 
3,999,000 
6,922,000 


240,000 


50,000 


325,000 


220,000 


22,496 
1,114,000 


250,000 


68,000 


ALBANY, N. Y., CITY OF 
1.70% Bonds, Due 1940-79 


ALLEGHENY COUNTY, PA., 
2%% Bonds, Due 1940-69 


ALTOONA, PA., S. D., CITY OF 
24% Bonds, Due 1941-50 


AMES, IOWA, CITY OF 
2% Bonds, Due 1939-54 


BOSTON, MASS., CITY OF 
0.40%, 0.48% & 0.64% Temp. 
Loan Notes, Due Nov. 3 and 6, 
1939 and June 21, 1940 

(Three Issues) 


BOSTON, MASS., CITY OF 
0.55 % Temp. Loan Notes, 
Due Dec. 20, 1939 


BRUNSWICK, MD., TOWN OF 
3.20% Bonds, Due 1941-79 


BUTLER, PA., CITY OF 
2% Bonds, Due 1940-53 


CALIFORNIA, STATE OF, 
VETERAN’S WELFARE 
2%% Bonds, Due 1940-54 


CAMBRIDGE, MASS., CITY OF 
144% Bonds, Due 1940-49 


CHICOPEE, MASS., CITY OF 
1%% Bonds, Due 1940-59 


CRANSTON, R. L, CITY OF 
2%% Bonds, Due 1942-71 


DANBURY, CONN., TOWN OF * 
14%% Bonds, Due 1940-49 


DETROIT, MICH., CITY OF 
3%% & 4% Bonds, Due 1941-62 


DETROIT, MICH., CITY OF 
312% & 3% % Bonds, Due 1940-62 


HAMMOND, IND., SANITARY 
DIST. 


2%% Bonds, Due 1941-70 


HAMMOND, IND., CITY OF 
2% Bonds, Due 1945-54 


HEMPSTEAD, N. Y., TOWN OF 
U. F. S. D. No. 12 
2.30% Bonds, Due 1940-69 


HENRICO COUNTY, VA., 
SANITARY DISTRICT No. 1 
2.30% Bonds, Due 1941-63; 
Opt. 1949 


HERKIMER, N. Y., VILLAGE OF 
2.90% Bonds, Due 1940-44 


HUDSON COUNTY, N. J. 

2%% Bonds, Due 1940-59 
INDIANAPOLIS, IND., CITY OF 
BOARD OF SCHOOL 
COMMISSIONERS 

2%% Bonds, Due 1941-61 


ITHACA, N. Y., CITY OF 
1.60% Bonds, Due 1940-52 


*$1,093,000 
* 108,000 


Tt 3,000,000 


114,000 
117,000 
100,000 
150,000 


3,235,000 


5,000,000 
370,000 
1,500,000 
322,000 
2,700,000 


447,000 


229,000 


t 3,686,020 


tT 916,000 


35,000,000 


30,000,000 


30,800,000 


35,700,000 


JERSEY CITY, N. J., CITY OF 
3%4% Bonds, Due 1940-64 


KENOSHA, WIS., CITY OF 
244% Bonds, Due 1952 


LOUISIANA, STATE OF 
1%% & 2% Bonds, Series CC, 
Due 1942-44 


LYNBROOK, N. Y., VILLAGE OF 
3% Bonds, Due 1940-51 


MADISON, WIS., CITY OF 
2% Bonds, Due 1945-54 


MIFFLIN TOWNSHIP, PA., S. D. 
2% Bonds, Due 1940-49 


MINEOLA, N. Y., VILLAGE OF 
2.30% Bonds, Due 1940-49 
MINNEAPOLIS, MINN., 

CITY OF 

1.70% Bonds, Due 1940-49 


MISSISSIPPI, STATE OF 

2%% & 3% Bonds, Due 1955-59 
MONMOUTH COUNTY, N. J. 
214% Bonds, Due 1940-57 


MONTANA, STATE OF 

1%4% Bonds, Due 1949; Opt. 1944 
MONTGOMERY COUNTY, MD. 
22% Bonds, Due 1943-64 
NASSAU COUNTY, N. Y. 

2.20% Bonds, Due 1940-59 

NEW BEDFORD, MASS., 

CITY OF 

1%4% Bonds, Due 1940-49 

NEW BEDFORD, MASS., 

CITY OF 

24% Bonds, Due 1940-49 

NEW ORLEANS, LOUISIANA, 
CITY OF 

2%% & 3% % Bonds, Due 1940-48, 
51; Opt. 

NEW ROCHELLE, N. Y., 

CITY OF 

1.90% Bonds, Due 1940-49 


NEW YORK, N. Y., CITY OF 
2%%-4% Bonds, Due 1940-79 
2%% Corporate Stock, Due 1969 


NEW YORK, N. Y., CITY OF 
& 3%% Serial Bonds, 
Due 1940-69 


NEW YORK, N. Y., CITY OF 
3%% Bonds, Due 1940-79 & 
3% Corporate Stock, Due 1979 


NEW YORK, N. Y., CITY OF 
242% & 3% Bonds, Due 1940-79 


HALSEY, STUART & CO. INC. 
PARTICIPATED AS AN ORIGINAL 
UNDERWRITER 


490,000 NIAGARA FALLS, N. Y., 
CITY OF 


1.20% Bonds, Due 1940-49 
35,000 . NORWOOD, PA., BOROUGH OF 
2%% Bonds, Due 1942-52 
¢ 1,125,000 OKLAHOMA, STATE OF 


1%% Treasury Notes, Due May 1, 
1939 


212,000 OKLAHOMA, STATE OF 
2% & 2%% Bonds, Due 1940-54 


235,000 ORANGE, N. J., CITY OF 
3% Bonds, Due 1940-64 


6,150,000 PITTSBURGH, PA., CITY OF 
1.80% Bonds, Due 1940-59 


267,000 POLK COUNTY, IOWA 
144% Bonds, Due 1946-48 


276,000 POLK COUNTY, IOWA 
1%% Bonds, Due 1945-49 


120,000 PORTLAND, MAINE, CITY OF 
2%% Bonds, Due 1940-54 


425,000 RINGGOLD COUNTY, IOWA 
1%% Bonds, Due 1948-49; 
Opt. 1944 

621,000 ST. LOUIS COUNTY, MINN. 
1% Bonds, Due 1941-44 


275,000 ST. PAUL, MINN., CITY OF 
1.70% Bonds, Due 1940-49 


275,000 ST. PAUL, MINN., CITY OF 
2% Bonds, Due 1940-49 


252,000 SCOTT COUNTY, IOWA 
2%% Bonds, Due 1945-54 


100,000 SOMERVILLE, MASS., CITY OF 
1%% Bonds, Due 1940-49 
1,750,000 SOUTH CAROLINA, STATE OF 
1%4% Certificates of Indebtedness, 
Due 1941-50 
156,000 SPARTANBURG COUNTY, S. C. 
2%% Bonds, Due 1947-57 
100,000 STONINGTON, CONN., 
TOWN OF 
1%% Bonds, Due 1940-59 
690,000 SUFFOLK COUNTY, N. Y. 
1.60% Bonds, Due 1940-53 


64,500 TAUNTON, MASS., CITY OF 
2% Bonds, Due 1940-49 
1,433,000 TENNESSEE, STATE OF 
1%% & 244% Bonds, Due 1950,55 


660,000 TROY, N. Y., CITY OF 
1.80% Bonds, Due 1940-69 


227,000 UNION COUNTY, N. J. 
2.10% Bonds, Due 1940-69 
56,000 VALLEY STREAM, N. Y., 
VILLAGE OF 
114% Bonds, Due 1940-44 
57,000 WALLINGFORD, VT., TOWN OF 
1%% Bonds, Due 1940-51 
105,000 WALTHAM, MASS., CITY OF 
2% Bonds, Due 1940-49 
120,000 WEST ALLIS, WIS. 
2%% Bonds, Due 1945-59 
500,000 WEST VIRGINIA, STATE OF 
2%% & 4% Bonds, Due 1940-64 
250,000 WILKES-BARRE, PA., CITY OF 
2%% Bonds, Due 1944-57 


130,000 WOODBURY COUNTY, IOWA 
0.75 % Bonds, Due 1940 


350,000 WRIGHT COUNTY, IOWA 
1%% Bonds, Due 1940-46 


t 1,075,000 YONKERS, N. Y., CITY OF 
2.80% Bonds, Due 1940-59 


* Underwritten alone by Halsey, Stuart & Co. Inc. 
} Headed by Halsey, Stuart & Co. Inc. 
} Headed jointly by Halsey, Stuart & Co. Inc. and others. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street 


. NEW YORK, 35 Wall Street 
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Modern 
Office Chairs - Built to Endure 


Harter Steel Chairs, for fine offices, 
are noteworthy for their ease and 
comfort—for their modern flowing 
lines and for their sturdiness. 


Chairs in the Columbian Suite, il- 
lustrated above, are equipped with 
moulded foam rubber cushions. This 
is in line with the latest trend, for 
wherever comfort is of paramount 
importance in seating, there you will 
now find foam rubber in use. 


More and more business leaders are 
turning to Harter. They know that in 
so doing they will get smartly styled 
steel chairs— chairs that offer the last 


word in comfort plus extra long wear. 
Write for Catalog B. The Harter Cor- 
poration, Sturgis, Michigan. 


HARTER 


SMARTLY STYLED IN STEEL 


Wives. tool 


At the Hotel Roosevelt they are so 
close to smart shops and all other 
attractions of mid-town New York, 
that they never—well, hardly ever 
—complain about the time their 
busy husbands spend popping about 
town from meeting to meeting... 
Roosevelt convenience, in the heart 
of Manhattan, enables folks to see 
and do more—in comfort .. . Try it! 


R HOTEL 
BERNAM G. HINES, Managing Director 
MADISON AVE. AT 45th ST., NEW YORK 
Direct Entrance to Grand Central Terminal 


JUST A MINUTE—Continueda 


December Bulletin on “Fingerprints | 


and Forgers”, intended for the special 
benefit of bank customers. 

“Requests for fingerprints on checks 
presented by strangers may be as un- 


popular with merchants as with their | 


stranger-customers,” he wrote, “but 
that is the crux of this problem— 
whether the merchants or other vendors 
of merchandise or services prefer taking 
chances on the honesty of such stran- 
gers, rather than offend them by re- 
questing their thumbprints on the 
checks. As to individuals accepting 
checks from strangers, these transac- 
tions are nothing more than credit risks 
assumed or rejected by the receiver of 
such paper. My own view is that few, if 
any, honest strangers would resent giv- 
ing their thumbprints; and the other 
kind represent trade which might better 
go to competitors.” 


From Down Under 


N American resident of Brisbane, 
Queensland, sends us a leaflet re- 
printing a “great speech in South Aus- 
tralian Parliament” in which the 
speaker, a Mr. MACGILLIVRAY, pur- 
ported to quote from “the United 
States of America Bankers’ Magazine of 
August 1924” the following statement: 


Capital must protect itself in every pos- 
sible manner by combination and legislation. 
Debts must be collected, bonds and mort- 
gages must be foreclosed as rapidly as pos- 
sible. When, through a process of law, the 
common people lose their homes, they will 
become more docile and more easily gov- 
erned through the influence of the strong 
arm of government, applied by a central 
power of wealth under control of leading 
financiers. This truth is well known among 
our principal men now engaged in forming an 
imperialism of capital to govern the world. 


Our correspondent, Dr. Mitton Conn, 
thinks the magazine is evidently meant 
to be BANKrNG. The speech, which is 
not particularly complimentary to “in- 
ternational” banking and bankers, was 
handed to Dr. Conn, he reports, “with 
an ‘I-told-you-so’ air.” The leaflet, he 
asserts, “of course is full of other in- 
accurate and misleading statements.” 

In reply to his friendly letter we told 
Dr. Conn that we were sure our maga- 
zine never printed such a statement—in 
fact, we checked the issue mentioned 
and found (as we expected) nothing of 
the sort. We also thought it safe to say 
that such sentiments would not be ex- 
pressed in any American banking pub- 
lication, nor had we ever heard a banker 
“express ideas remotely resembling” 
those in the quoted paragraph. 


There Were Three Winners 


N we offered $5 for the best 

title to the picture on page 10 of 

the January issue, we forgot to say: 

“In case of tie duplicate prizes will be 
awarded.” 

Had we said so we would have been 
wrong; actually, we have awarded ¢ripli- 
cate prizes. 

Our check for $5 is going to: RIcHARD 
EMBERLY, National State Bank, Eliza- 
beth, New Jersey; RicHARD HAsTINGs, 
assistant cashier, Mississippi Southern 
Bank, Port Gibson, Mississippi; and 
ULLAND, Security First Na- 
tional Bank, Glendale, California. 

The judges agreed with them that the 
title should be: 

“N.S.F.” 

Which, being interpreted for the 
non-banking members of our readership, 
means: “Not Sufficient Funds.” 

The contest was popular. 

Maybe there’ll be another very soon. 


Birthday Cakes 


@ FOR the First National Bank of 
Crawfordsville, Indiana, 75 years old on 
December 1, 1939. The bank’s president 
is W. A. Collings, who served two terms 
as head of the Indiana Bankers Associa- 
tion. In Crawfordsville, General Lew 
Wallace lived and wrote. It is also the 
home of Wabash College. 

@ FOR the Commercial Trust Com- 
pany of New Jersey, 40 years old on 
January 2, 1940. Now having six mod- 
ern places of business in Jersey City, the 
bank opened in part of a real estate 
office. It had seven officers and em- 
ployees in 1900; today there are 299. 
Deposits have grown from $1,510,508, 
shown in the first statement, to $71,- 
305,403 on its 40th birthday. 
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Notes on New Books 


Colonel Ayres’ New Study 


Turning Points in Business Cycles. By 
LEONARD P. Ayres. (Macmillan Com- 
pany, New York, $2.75.) 


research laboratory with a book- 

ful of evidence to show that busi- 
ness cycles seem to be caused by 
“changes in the flow of new money into 
business enterprises.” 

This central thesis of an important 
study by a leading banker-economist is 
based on an analysis of data provided by 
26 successive business cycles in the 
United States, and particularly on the 
statistics of monthly changes in the 
volume of new security offerings during 
75 years, data never before assembled. 
These figures reveal a long series of 
“waves” in the volume of new funds 
going into business, the undulations 
closely corresponding to the bull and 
bear movements in security prices that 
accompany business cycles. The extent 
of new capital fluctuations has been 
large enough to account for the succes- 
sive swings in the payrolls of factories 
producing durable goods. Colonel Ayres 
goes on to say: 

With almost complete regularity during 
the long period studied, the downturns of 
security prices at the tops of bull markets, 
and their upturns from the bottoms of bear 
markets, have followed upturns and down- 
turns in the levels of short-term interest rates. 
In bull markets for securities advances in 
short-term interest rates have brought about 
downturns in bond prices, which have 
normally been shortly followed by downturns 
in stock prices. These declines in security 
prices have created unfavorable market 
conditions for floating new securities, and so 
have resulted in downturns in the volumes of 
new issues. 


(Creo EL AYRES comes out of his 


A smaller volume of new securities 
means less money for productive busi- 
ness, “and a business decline has 
started.” The process works in reverse 
at the bottoms of cycles. 

In most cases, Colonel Ayres finds, 
changes in the inflow volume of new 
funds 

are internally generated by the interactions 
between and among the reserve ratios of 
banks, the levels of interest rates, the trends 
of security prices, and the alternating ex- 
pansions and contractions in the volumes of 
new security issues. This means that our 
business cycles have generally been caused by 
the operations of our banking laws and regu- 
lations, our business procedures, and the 
processes of our security markets. 


One finding in this study is of especial 
interest. Data on the production of con- 
sumer goods during 40 years show that 
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BANKING Suggests 


The Ebb and Flow of Investment 
Values. By Epwarp S. Meap and 
Juxius Gropinsky. (D. Appleton-Cen- 
tury, New York.) 

Turning Points in Business Cycles. 
By Leonarp P. Ayres. (The Mac- 
millan Company, New York.) 

Consumer Credit. By RotF NUGENT. 
(Russell Sage Foundation, New York.) 

Bank Management Control. By E. S. 
Woottey. (George S. May Company, 
New York and Chicago.) 

J. Pierpont Morgan 1837-1913: An 
Intimate Portrait. By HERBERT L. 
SATTERLEE. (The Macmillan Company, 
New York.) 


“in almost all cases the upturns and 

downturns of the volumes of new 

security issues . . . came before those 

in the production of consumers goods.” 
The finding is important because it shows 
that the consumer purchasing power theories 
of business cycles cannot be valid explana- 
tions. Those theories underlie the policies of 
pump-priming, and of bonuses for veterans 
and for farmers in so far as those payments 
have been made as parts of the recovery pro- 
gram. The same theories are parts of the 
philosophies of such schemes as the Town- 
send Plan. 


This volume is obviously of basic im- 
portance. Colonel Ayres puts a skillful 
finger on the vital spot in the business 
cycle, the point at which it changes 
direction, and makes a diagnosis that 
will be widely read and studied. 

Readers of BANKING need not be 
reminded that the author is vice- 
president of the Cleveland Trust Com- 
pany, chairman of the Economic Policy 
Commission of the American Bankers 
Association, and chairman of the Asso- 
ciation’s Research Council. 


Dr. Nugent Reports on 
Consumer Credit 


Consumer Credit and Economic Stabil- 
ity. By Rotr NuceEnt. (Russell Sage 
Foundation, New York, $3.) 


IHIS book makes available for the 
first time estimates of various types 
of consumer credit outstandings from 
1923 to 1937, and it offers an authori- 
tative interpretation of this increasingly 
important component of our national 
economy. 
Dr. Nugent, director of the Founda- 


tion’s Department of Consumer Stud- 
ies, reports that the volume of this 
financial accommodation increased by 
almost four billions from 1923 through 
1937, that by the Spring of ’33 it had 
dropped nearly as much, and that by 
the Fall of ’37 it had risen again to a 
level above the ’29 peak. Allowing for 
unavoidable incompleteness and in- 
accuracies of the summary estimates, 
he finds incontrovertible evidence that 
from 1923 to 1937 “consumers ex- 
panded their credit when incomes were 
increasing and contracted their credit 
when incomes were declining.” 

Consumer credit fluctuations, he 
holds, “have contributed substantially 
to the amplitude of cyclical movements 
in recent years”; furthermore, “they 
represent an increasingly powerful force 
toward economic instability.” In other 
words, the financial activity incident to 
consumer credit “tends almost invari- 
ably to accelerate the boom and to 
deepen and to prolong the depression.” 

As to controls—obviously a problem 
—Dr. Nugent suggests the manipula- 
tion of instalment terms in response to 
changes in business conditions, although 
this could rather cushion than prevent a 
deflation and is not a remedy “for a 
chronic inadequacy of investment with 
respect to savings.” Rather, it is “a 
homeopathic remedy to be administered 
while the disease is incipient.” 

The Federal Reserve System, the 
author thinks, would fill the bill as an 
agency for handling the control of in- 
stalment terms. 


Investments in a Surplus 
Economy 


The Ebb and Flow of Investment Val- 
ues. By Epwarp S. MEap and JuLius 
Gropinsky. (D. Appleton-Century 
Company, New York, $5.) 


Mead and Grodinsky 
of the Wharton School of Finance 
and Commerce take a somewhat new 
approach to investment and its multiple 
problems. They base their practical, 
forward-facing book upon the concept 
of declining and expanding industries, 
examining particularly the effect of con- 
sumer demand upon the earnings of 
corporations. 

The authors’ view is that “the art of 
investment” was born and grew up in 
a scarcity economy, “where the prob- 
lems of substitution and supercession 
were of minor importance, in which the 
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AMERICAN 
TEL. & TEL. 
The Story of 
a Great Monopoly 
By Horace Coon 


“A close, readable and not un- 
friendly study of the Bell System.” 


— Banking. 
“Neither glorifies nor muckrakes big 
business . . . and introduces the 


facts essential for understanding the 
evolution of A. T. & T.” — N. Y. 
Times Book Review. $3.00 


THINGS USED TO 
BE DIFFERENT 
By Alonzo Clark Robinson 


“An excellent con- 
tribution to Amer- 
ican humor. Many 
of the episodes are 
side-splitting.” — * 
William Lyon 
Phelps. 


“Makes rich, rousing readin 
A multitude of readers wi 


find 
chuckles in its terse humor and 
biting philosophy.” — Saturday Re- 
view. $2.50 


At All Booksellers 


LONGMANS, GREEN & CO. 
55 Fifth-Ave., New York 


By the author of the famous volume 


“A SUCCESSFUL INVESTOR'S 
LETTERS TO HIS SON” 


THE LETTERS OF 
AN INVESTMENT 


COUNSEL TO mr. AND 
MRS. JOHN SMITH 
By H. G. Carpenter 


New series of letters giving simple, 
popular treatment of investment prob- 
lems faced by 13 classes of American 
investors. For everyone who wants to 
know how — and show others how — 
to create and manage a sound, and 
profitable investment program. $2.50 


The Public Papers of 
Marriner S. Eccles 


ECONOMIC 
BALANCE and a 
BALANCED BUDGET 


Rudolph L. Weissman, author of The 
New Wall Street, here provides bank- 
ers, businessmen, economists, editors 
and others with the first authoritative 
summary and interpretation of the 
financial policies currently shaping 
the work of the Federal Reserve Sys- 
tem as seen in Mr, Eccles’ most sig- 
nificant public utterances. $3.00 
ORDER ON APPROVAL—-—— 


To get either or both of these books on approval, tear 
out this ad. Write name, address, business connection 
in margin and send to & Brothers, 49 E. 33 
St., New York. After 5 days, remit in full or return the 
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secular trend of the major industries 
was upward, following the expansion of 
population and wealth.” But we are 
now (they say) in a surplus economy 
characterized by technological pro- 
ductivity and by rapid shifts in demand. 
“Not until this process of change is 
recognized, and the trends of value as 
influenced by obsolescence are estab- 
lished, can the theory of investment be 
placed on a sound basis, and an art of 
investment based on that theory be 
formulated.” 

The book explains and illustrates the 
classification of industries in terms of 
demand, refining its conclusions into a 
classified list of those in which profits’ 
have been increasing and those whose 
trend has been downward. 

Next the authors apply their ideas to 
the purchase of securities, considering 
selection of the industry and of the 
company. 

Last but not least the authors have 
much to say about the sale of securities, 
examining, among other things, such 
“symptoms of decay” as stationary 
demand, limited appropriations for 
research, and debt. 

In a nutshell, Professors Mead and 
Grodinsky emphasize that in compari- 
son with selection of the industry, other 
investment considerations (the securi- 
ties issued, voting rights, mortgage 
provisions, etc.) are unimportant. The 
“supreme necessity” is that ‘‘a sound 
investment be an investment in an ex- 
panding industry ”’, an observation that 
many persons of modest or extensive 
means have doubtless heard made by 
their bankers. 


“The Fault, Dear Brutus” 


Tides in the Affairs of Men. By Ep- 
GAR LAWRENCE SmitH. (Macmillan, 
New York, $2.) 


R. SMITH’S “approach to the ap- 
praisal of economic change”, to 
borrow the subtitle of his book, steps 
boldly off the reservation. It presents an 
interesting array of data as to the in- 
fluence on the business cycle of the ebb 
and flow of mass psychology and of solar 
change. The author finds “evidence 
enough to warrant the preliminary con- 
clusion that environmental change plays 
its part, possibly a most important 
part”’, in the cycle. 

The book’s extramural explorations 
recapitulate weather data over a long 
period as Mr. Smith develops his hy- 
pothesis of solar-economic relationships. 
It also analyzes the seasonal and de- 
cennial tendencies of stock prices and 


natural phenomena, seeking light as to 
whether divergencies from normal in 
the latter warn of deviations from nor- 
mal in the stock curve. Taking the year 
1937 as an example, Mr. Smith finds “a 
close association in time and degree be- 
tween solar, atmospheric and economic 
phenomena”, although he grants that 
his circumstantial evidence is short of 
proof. 

In passing, there comes to mind Mr. 
Shakespeare’s observation: 


The fault, dear Brutus, is not in our stars 
But in ourselves, that we are underlings. 


Joun L. Cootey 


Expense Control 


Bank Management Control. By E. S. 
Woo ttey, C.P.A. (George S. May Com- 
pany, New York and Chicago, $5.) 

(A copy of this book will be given, on 
request, to any bona fide executive of a 
bank in the United States or Canada.) 


HE author, with arich background of 

experience in analyzing bank opera- 
tions, makes an excellent presentation 
of principles and policies for the control 
of expense in the management and 
operation of banks. The book is directed 
to bank executives and deals in particu- 
lar with some of the more important and 
perplexing banking problems. Among 
them are: investing the bank’s funds, 
controlling loan and bond losses, in- 
stalment repayment loans, audits for 
credit purposes, real estate and mort- 
gages, cost control, statements for 
officers and directors, the use and 
limitations of averages, analyzing and 
merchandising checking accounts, sav- 
ings department, trust departments, 
and new business and public relations. 

Two chapters are of particular in- 
terest. One is on the weathering of 
financial panics. Mr. Woolley presents 
a plan for liquidation of assets to meet 
excess withdrawals in such a way that a 
portion of the liquid assets and a portion 
of the slower or doubtful assets will be 
converted into cash at the same time, 
so that at all times the remaining 
depositors will have as an offset against 
their deposits the same proportionate 
share of liquid and slower assets. Thus, 
in any liquidation there will be no dis- 
crimination against any depositors. 

The other chapter deals with ma- 
chinery’s contribution to efficiency and 
accuracy in banking, and how machines 
may be adapted to special functions in 
a bank. 

Much of the material in this book was 
originally. written for BANKING, and 
has appeared as articles therein. 

MELVIN C. MILLER 


BANKING 


| 
n 
c 
it 
t 
C 


A Hard-Head 


ed Fact—of Interest to You 


4 out of 5 People Know Crane Quality! 


ERE’Sa hard-headed fact of inter- 
H est to every mortgage lender: A 
nation-wide, independent survey 
shows that 83% of the people who 
can name a brand of plumbing men- 
tion Crane—and know Crane for qual- 
ity. This was 25% more than men- 
tioned any other manufacturer. 

Interpret those findings in terms of 
mortgage security, and you'll see why 
Crane plumbing helps create a 
sounder mortgage risk. With Crane 


plumbing, you increase the chances 
of getting a high resale price if the 
property should come back to you. At 
the same time you are giving the 
owner the kind of plumbing he wants 
. . . quality plumbing with the extra 
convenience, the extra charm and 
beauty that attract buyers today. In 
addition, you are installing plumbing 
products with the stamina to take 
years of hard service—and come 
through smiling! 


ECRANE 


One more significant fact: Crane 
plumbing products, with all their high 
quality, cost surprisingly little more. 
They are available in every price range 
... for every type or size of home... 
for every building budget. Visit a 
Crane Display Room... see for your- 
self why Crane plumbing products 
deserve their outstanding popularity 
...and why Crane Equipping a house 
offers greater protection to YOU— 
greater sale value as well. 


CRANE CO., GENERAL OFFICES 
836 S. MICHIGAN AVE., CHICAGO 
VALVES e@ FITTINGS © PIPE 
PLUMBING HEATING PUMPS 


NATION-WIDE SERVICE THROUGH BRANCHES, WHOLESALERS, PLUMBING AND HEATING CONTRACTORS 
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THE GREATER eveee without sacrifice 


‘BIG 3 
COMPTOMETE 


Controlled-Key 
ECONOMY 


ther exclusive 
key-stro ds. 


accuracy safeguor 


© We might represent the significance of 
“Comptometer Economy” through another set 
of three factors: 

MORE FIGURE WORK handled in LESS 
TIME at LOWER COST. 

For in banking, as in other fields, “Compt- 
ometer Economy” is more than a matter of a 
superior adding-calculating machine. It is also 
a matter of method. 

In the Bookkeeping Department, the Compt- 
ometer proof plan proves the accuracy of each 
individual posting—catches errors at the source 
of error, making it unnecessary to complete the 
posting procedure before determining whether 
accounts balance. 

The plan proves that correct accounts were 
handled; that old balances were picked up ac- 
curately; and that individual debits and credits 
were correctly posted. 

May our representative demonstrate the 
Comptometer Bank Proof Unit in your office? 
Telephone your local Comptometer office . . . 
or write direct to Fett & Tarrant Mrc. Co, 
1711 N. Paulina St., Chicago, Ill. 


REG. VU. S. PAT. OFF. 
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Facts for Banks 


Their Explanation and Dissemination Through 


the Enlarged Program of This Association 


By ROBERT M. HANES 
President of the American Bankers Association 


expanding services of the American Bankers Asso- 
ciation have been widely reported by the press in recent 
weeks, and most of BANKING’s readers are doubtless 
familiar with what we are doing. However, a more intimate 
' report on our purposes and plans seems appropriate here, 
_ particularly to present a composite picture of our organiza- 
tion’s newer activities. 
' For two and a half years the Association has been working 
out the technique of a broader service to the banks of the 
' country. Gilbert T. Stephenson, Director of the Trust Re- 
_ search Department, through his own studies, the work of the 
' Trust Division, and cooperation with students majoring in 
trust work in the Graduate School of Banking, has carried 
on a constant and extensive study covering the entire field 
of trust activities. 

Thus far, in 17 states throughout the country, Mr. 
Stephenson has conducted “Trust Research Weeks.” The 
procedure in each case followed a well defined pattern which 
had proved productive of excellent results. In general the 
’ purpose was to bring together the various interested groups 
in each locality, including members of the bar, for con- 
sultation, study and a mutual exchange of ideas. 

Our new program broadens this work considerably to in- 
clude a number of other important problems of banking. 

The aim is to help banks with their practical problems and 
to provide reservoirs of facts on which we can draw in meet- 
ing the needs of chartered banking. We shall also endeavor 
to see that the data we gather are disseminated and explained. 

After all, the Association isn’t a museum. Rather, it’s a 
mutual business enterprise. It belongs to the banks, its cus- 
tomers are the banks, and all dividends, in whatever form, 
go to the banks. Taking as raw materials the knowledge, 
experience and judgment of the membership, it makes them 
into services. In the past decade the Association, by demand 
of its membership, has turned out more products—superior 
products, better adapted to the needs of the banks—than 
ever before. What we are doing now is merely to insure a 
larger flow of these products, in the form of services, to the 
country’s banking institutions. 
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To help us carry on our primary job of fact-finding we are 
adding a number of men and departments to our headquar- 
ters staff which will continue to work in cooperation with the 
capable commissions and committees recruited from the 
Association’s membership. As has already been announced, 
we are organizing an Agricultural Credit Department under 
A. G. Brown of Toledo, Ohio; a Consumer Credit Depart- 
ment urler Walter B. French of Jersey City, New Jersey, who 
will conduct studies and consultations in this field of rapidly 
growing importance; a Department of Mortgage Loan Re- 
search under Dr. Ernest M. Fisher, who has been economist 
of the Federal Housing Administration; a Department of In- 
vestment Research which will be directed by a competent and 
outstanding authority in the field; and a staff economist in 
the person of Dr. Paul F. Cadman who comes to us from 
San Francisco. [Biographical sketches are on page 54—ep.} 

Dr. Cadman will be available for advice and consultation 
as the various departments, commissions and committees 
work on their problems and studies. He will be equipped 
with an adequate staff, in addition to the competent staff 
men already available. 

The work of the Agricultural Credit Department will 
amplify that of the Agricultural Commission, particularly in 
trying to improve methods of banks serving farm communi- 
ties. The Agricultural Commission will continue to function 
under Dan H. Otis, its efficient director for many years. 

Recent figures reveal that in the six months ending June 
30, 1939, our member banks made more than 100,000 mort- 
gage loans. This subject cuts across all phases of banking, and 
represents a field in which we should be able to render help- 
ful service. Dr. Fisher has developed a vast amount of in- 
formation on mortgages, real estate management, housing 
and appraisals. He is therefore in a position to render valu- 
able aid to banks having problems in any of these categories. 

During the past ten years the problem of investing bank 
funds has undergone a great change. Formerly the greater 
part of bank assets were loans and only to a small extent 
securities. Now the reverse is true and the larger portion of 

(CONTINUED ON PAGE 85) 
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The author, whose writing frequently appears in BANKING, 
wrote “It’s Time To Be Thrifty” in the December issue. 


NE of the most striking features of American economy 
@) in recent years has been the growth of the national 
debt. It is this more than anything else which dram- 
atizes and epitomizes the spending policies which the present 
Administration has so consistently pursued. In fact, never 
before in history has a national debt been increased on such 
a scale to alleviate a depression. 

Thus we have a new problem, a large debt not accumulated 
as the result of war emergencies but because of policies 
adopted during times of peace and in a nation whose people 
are not accustomed to a great peace time debt. The debt is 
now twice what it was when the New Deal took hold in 
1933, and 14 billions more than the maximum after the 
World War. 

Feeling has run so high in behalf of or against New Deal 
policies that discussion of the national debt problem has 
almost invariably been tinged with partisanship. Much has 
been written on the subject, but little of it has been free 
from an emotional slant. Yet there is much factual material 
that needs to be presented and which has been unfortunately 
obscured by the character of the discussion. Even bankers, 
who buy and sell Government obligations for their own 
institutions, may easily overlook essential points which can 
be brought out even in a brief treatment. e 

The figure of “gross public debt”, shown in the daily 
Treasury statement, is what is commonly referred to in 
general discussion as the national debt, although quite 
inaccurately as will shortly be seen. The amount of this kind 
of debt which the Treasury can issue is limited by Section 21 
of the Second Liberty Loan Act as amended, providing that 
the face amount of bonds, certificates of indebtedness, 
Treasury bills and Treasury notes issuable under authority 
of the Act “shall not exceed in the aggregate 45 billions at 
any one time.” 

Thus has arisen the term “debt limit’’, and as the Treasury 
has a leeway at the present time of only three billions, much 
violent argument has arisen as to whether the “limit” 
should be raised, or whether the way to stop extravagance in 
government is for Congress to refuse to raise it. Naturally 
the statutory limitation should never be sky-high, but to 
this writer it seems obvious that at all times there should be 
a legal leeway high enough to give the Treasury scope to 
carry on its borrowing operations conveniently and eco- 
nomically. Possibly 5 billions is the advisable maximum 
margin. 

If Congress wishes to economize it should reduce ap- 
propriations or limit the President’s power to allot funds; 
to try to hamper the Treasury in its borrowing operations 
after the money has been voted seems a peculiarly childish 
method of locking the stable door after the horse has been 
stolen. 

But to return to the gross public debt, which at this 
writing is around 42 billions. Strictly speaking, this is only 
the direct or visible debt appearing in the daily Treasury 
statement. It is not really the gross debt, and it is in no 


Not Quite Up To Our Ears 


sense the net debt. To find the net debt is not easy, because 
elements of opinion and judgment are involved. Neverthe- 
less the President was substantially correct when he recently 
said that “those who state baldly that the Government's 
debt is 42 billions—and stop there—are stating a deceptive 
half truth.” 

Outside the “gross public debt’’, so clearly set forth each 
day in the Treasury statement, are the debts of more than 
30 governmental corporations and credit agencies. The 
Government is legally responsible for 5% billions of these 
and morally responsible for 3 billions more. In fact Senator 
Byrd estimated last Summer that if the “spend-lend” 
bill had passed, the real gross debt would be 61 billions 
before long. 


A MERE 35 BILLION? 


BUT the bill did not pass, and, besides, President Roosevelt 
has an entirely just grievance against his critics when he 
says that in discussing the Government’s financial position 
you have to mention assets as well as liabilities. The corpora- 
tions and credit agencies report an excess of assets over 
liabilities of some 5 billions. In addition, to find the net debt 
we must subtract from the gross debt the Treasury’s 
working balance of several billions, and probably its stabili- 
zation fund of 2 billions. President Roosevelt says the net 
debt is not more than 35 billions. 

Enormous losses have been and will continue to be sus- 
tained by the Federal agencies concerned. On the other hand 
enormous sums have been and will continue to be recovered. 
Individual losses, no matter how spectacular, may prove 
only incidental to the entire operation. What counts will be 
the net loss or gain, say, at the end of 15 or 20 years. A 
single one of the 30 agencies a short time ago was actually 
taking in a million dollars a day in interest and instalment 
payments on principal. 

The Government has had the financial advantage of 
borrowing money, mainly through the Treasury, at very 
low rates of interest, turning it over at the same or slightly 
higher rates to its various lending agencies, and then lending 
it through them at still higher rates to farmers, home owners, 
railroads, industries and other borrowers. 

The most dangerous single link in the armor of govern- 
ment finance is the present tendency of politicians, in 
Congress and elsewhere, to force down the rate of interest 
which these credit agencies are permitted to charge. If the 


The Debt Nobody Knows 


CONGRESSMAN BrucE BARTON, writing in Colliers’ 
Weekly, says that the “inner circle of New Dealers 
dismiss the mounting debt with a wave of the hand.” 
He adds: 

“They argue that, since the expenditures are for 
public works and the maintenance of popular morale, 
the Administration has not been in the red at all, but 
actually in the black. When a nation begins to deceive 
itself about its finances, when its rulers have managed 
to convince themselves that a deficit is not a deficit, then 
look out. Unless all history lies we are in for trouble.” 
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By ALBERT W. ATWOOD 


Government finally loses the great advantage of the spread 
in interest rates which it has enjoyed up to recently, then 
a serious new element will have been injected into the 
situation. 

Of course, as everyone knows, the ability of the Govern- 
ment to borrow at such low rates of interest is mainly due to 
the lack of satisfactory alternatives. Because of the long 
stagnation in the private capital markets current savings 
have not been able to find their customary outlets. The 
Government has simply benefited from the dearth of com- 
peting private demands for the available supply of invest- 
ment funds. 

Thus, as Dr. Harold G. Moulton, president of the Brook- 
ings Institution, has pointed out, the credit of the Govern- 
ment appears to rise in inverse ratio to the size of its deficit 
and the size of its debts. “This phenomenon,” he adds, “‘is 
a source of endless confusion. It is due to the extraordinary 
volume of loanable funds and the lack of demand.” 

We must be very careful, therefore, not to associate the 
ability of the Government to borrow so cheaply either with 
consummate excellence of credit or a lack thereof. On this 
point generalizations must be very cautious. What we do 
know is that, because of the prevailing low rates, Govern- 
ment interest charges have risen surprisingly little. The 
lowest point of the post-war debt was in 1930 when the 
total was 16 billions. The average interest then was 3.75 as 
compared with 4.196 in 1919 when the war debt was at its 
peak, and with 2.604 at the present time. The total interest 
in 1930 was 700 million for 16 billions of debt and it is now 
only a little more than 1 billion for 42 billions of debt. 

Whether opponents of the Administration are correct in 
speaking of the “crushing burden of debt” is a matter of 
opinion and judgment. If we stick to a strictly factual 
presentation there are several ways of looking at the matter. 
Even if interest rates should rise it would be some time 
before the additional burden would be felt. The growth of the 
debt has been chiefly in obligations maturing after five 
years; in fact maturities occur in every year with two 
exceptions, between now and 1965. 

President Roosevelt says that interest on the public debt 
took only 1.45 per cent of the national income in 1939 as 
compared with 1.62 per cent in 1933, when the debt was 
much smaller. That is one way of looking at the matter; 
there are other viewpoints. For example, interest charges 
absorb one-fifth of total tax receipts, even at present ab- 
normally low rates of interest. 

Also a very moderate increase in interest rates would 
eventually cost the Government very heavily. In addition 
there is the question of paying off a debt as large as that now 
existing, assuming that any such effort should ever be made. 
Last Summer Senator Byrd estimated that it would take 
56 years to pay it off, even if as much as half a billion a year 
is used for the purpose. 

Whether there is potential hazard in the large proportion 
of Government bonds absorbed in recent years by banks and 
life insurance companies, especially the former, is again a 
matter of opinion and judgment. Let us summarize the 
opposing arguments, and draw out such facts as are in- 
disputable. It is easy to be sensational about it. Seven banks 
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in New York and Chicago have some 4 billions of Govern- 
ments; a single life insurance company has upwards of 
800 million. 

It is true, in a sense, that banks, insurance companies and 
building and loan associations have become “nationalized” 
because of their large holdings of Governments. Institutions 
have to “get their money out” and therefore their buying is 
perhaps not a true measure of the kind of investment demand 
which is the best test of Government credit. This institu- 
tional financing of the deficit has not been necessarily by 
those who believed in it but by those who could find no 
other outlet for deposits and premiums. 


HOLDINGS OF GOVERNMENT SECURITIES 


FOR six years after 1930 there was a sensational and almost 
uninterrupted increase in bank holdings of Governments, 
with a substantial decrease in 1937 and another increase in 
1939. But neither the proportion of bank assets invested in 
Governments nor the proportion of total Governments held 
by banks has increased in the last three years. The same 
proportions in the case of life insurance companies also are 
beginning to slow down. 


The average person does not realize how im- 
pressively large the holdings of Government obli- 
gations by other than banks and life insurance 
companies are. One careful estimate gives the per- 
centages of holdings of direct and guaranteed ob- 
ligations as follows: banks 41 per cent, individuals 
(including fiduciaries, estates and owners of Sav- 
ings Bonds) 22 per cent, insurance companies 
13 per cent, other corporations 5 per cent, Federal 
Reserve banks 6 per cent, Federal agencies and 
trust funds 11 per cent, state and local investment 
funds 1 per cent, tax exempt organizations | per 
cent. 


No one knows what the limit of Government credit is or 
when such a limit is likely to be reached. Even the Republi- 
can Conference Committee on National Debt Policy, 
anxious to make out a case against the New Deal, recently 
stated that “there is no exact figure, for the limit depends 
upon circumstances and varies with conditions.” 

In 1935 President Roosevelt said that bankers had told 
him that “this country could safely stand a national debt of 
55 to 70 billions”, but he did not give the names of the 
bankers or the reasons for their opinion. 

Much more recently, in his 1940 budget message, Mr. 
Roosevelt has a brief but very carefully thought out 
defense of the present large national debt. He makes much 
of the growth of national income since 1933, of the fact that 
private debts have declined, of the fact that much of the 
public debt increase “represents a far more prudent and 
productive use of our peoples’. savings than much of the 
private debt piled up in the twenties,” and finally of the 
fact that if the national debt had not increased, state and 
municipal debts and taxes would have done so. 

These are all interesting and cogent points. But the Presi- 
dent’s masterly apologia, which incidentally all bankers 
should read, is as significant for what it omits as for what it 
contains. For one thing, would it be safe to double the debt 
if this country were drawn into a general war? In other words 
is nothing to be left for future emergencies? But there is an 
even more fundamental question, namely, can vast deficits 
and debt increases continue, no matter for how worthy a 
purpose, without adversely affecting public confidence? 
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Banking’s Survey 


Following introductory material in December and answers to 
the first survey question last month, BANKING now continues 
with an analysis of replies to its second question in the study 
of real estate trends as seen by banks throughout the country. 
Other analyses will appear later. 


nation-wide survey of real estate conditions were organ- 

ized into seven geographical state groupings, namely, 
New England, Middle Atlantic, South Atlantic, North 
Central, South Central, Pacific, and Plateau. These group- 
ings were then broken down into individual states, showing 
the replies from each state with percentages. 

The answers to Question No. 2, “Do You Believe That the 
Housing Problem in Your Area Can Be Solved Adequately, 
on a Sound Profitable Basis, by Private Capital?” have been 
organized according to the same procedure. Here are the 
percentages of replies, based on geographical groupings: 


L: the January issue, the 2,068 responses to BANKING’S 


NORTH CENTRAL |MIDDLE ATLANTIC! SOUTH ATLANTIC 
STATES STATES STATES 


TREND 
Replies %  \Replies %  |\Replies % 
607 85.6 | 382 82.6 | 260 78.1 
64 9.0| 46 10.0} 52 15.6 
Doubtful. ...... 38 5.4] 34 6.3 
pi ee ere 709 100. | 462 100. | 333 100. 
SOUTH NEW 
CENTRAL ENGLAND PACIFIC | PLATEAU 
TREND STATES STATES STATES STATES 
Replies % |Replies % (|Replies % |Replies “% 
153 73.5| 174 84.1 66 85.6] 62 86.1 
Doubtful. ..... 28 #13.5| 14 6.7 8 10.4 6 8.3 
| ere 208 100 207 100. 77 100. 72 100. 


The responses to Question No. 2 have implications of great 
economic significance, for the majority of bankers in every 
section of the country state definitely that the housing prob- 
lem can be solved by private capital. 

In all seven groupings the answers are overwhelmingly and 
conclusively Yes. The Plateau States lead with 86.1 per cent. 
The second largest percentages are shown by the North 
Central and the Pacific States, each registering 85.6 per cent. 


Housing and Private Capital 


Question No. 2— Do You Believe That the Housing Problem in Your Area Can Be 
Solved Adequately, on a Sound Profitable Basis, by Private Capital? 


New England answered in the affirmative with 84.1 per cent, 
the Middle Atlantic section following closely with 82.6 per 
cent. The only two sections that dropped slightly from these 
high averages were the South Atlantic with 78.1 per cent and 
the South Central, showing 73.5 per cent. 

In line with the plan used in the previous article, these 
groupings have now been broken down into individual states 
with returns of each state indicated, which gives a more 
revealing picture of the answers to this question. 


North Central States 


TREND 


Replies % |Replies % Replies 
_ 12 
80.0 1 20.0 5 
75.0 3 20 
89.2 8 10.8 75 
85.5 8 14.5 55 
82.2 4 71 56 
76.2 8 12.7 63 
89.7 2.8 107 


According to the above table there seems to be no doubt as 
to where the bankers of the North Central states stand on 
this question. The most emphatic evidence is from Ohio, 
where only three responses said “no,” while 96 registered 
“yes” and eight couldn’t make up their minds, out of a 
total of 107 answers. Of 12 replies from North Dakota, 10 
registered “yes” and two “doubtful,” none sending in any 
“noes.” The returns from Wisconsin show 79 “‘yes,” five 
“no,” and three “doubtful” out of 87 responses. The other 
states in this group show the same relative proportion of 
percentages in favor of private capital against other forms 
of financing. While only nine states registered low percent- 
ages of “doubtfuls,” it is still an indication that numerous 
bankers are “on the fence” in reference to this question. 
Hence the reasons underlying their viewpoint are worthy of 
consideration. The same reasoning applies to the few who 
registered “no.” The conflicting opinions as reflected by the 
various observations and remarks made in the questionnaires 
are herewith recorded for the benefit of our readers. 

From Wisconsin came this interesting observation: “Over 
50 years of mortgage financing have shown us that no one is 
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justified in loaning in excess of 65 per cent of the actual cost 
of a new home. Only one out of ten makes good on a loan of 
a higher ratio. FHA loans of 80 and 90 per cent cannot work 
out without a Government subsidy.” Another comment from 
this state is that “community scale of living is too low.” 

Ohio sent in this optimistic statement: “ With the savings 
of the buyers plus the loans made by our own financial insti- 
tutions, the housing problem in our area can be adequately 
solved.” One banker says that “FHA is a big factor in help- 
ing home owners.” Another writes: “ Building and labor costs 
too high for sound investment.” 

A Missouri banker replied to this question in detail: “If 
the financing of housing under the Federal Housing plans is 
considered financing by private capital, it is our belief that the 
housing problem in this area can very definitely be solved on 
a profitable basis. If, however, such financing is not consid- 
ered private, then it is our opinion that capital available in 
this area to solve this problem is inadequate.” One reply says 
“building and loan associations are anxious for good loans.” 
Another report states: “Established methods through gov- 
ernment agencies make private capital hesitate.” 

The comments from Kansas reflect a viewpoint that the 
bankers in that state desire to maintain themselves on the 
basis of unhampered enterprise. One asserts that “FHA is 
taking majority of loans.” Another, “FHA selling banks 
down the river.” Other comments are: “Private capital 
cannot afford to take risk of 90 per cent loans”; “Do not 
want or need Government aid or interference”’; “Eighteen- 
months redemption law frightens private capital.” 

From the other states in the group come these various 
observations: “Afraid that a full solution of the problem, 
based on 50 per cent loans, cannot be secured. The public is 
educated to small equity, and it would appear that banks 
will not operate on this margin.” “Private capital unwilling 
to compete against FHA”; “Yes, any other method is un- 
sound.” “Labor and materials too high for capital to realize 
much on investment.” 


Middle Atlantic States 


TREND 


NO 


YE DOUBTFUL 
Replies % |Replies % |Replies % 


New York 117 90.2| 19 13.0 
67 78.9 $4 
19% 8.5; 19 8.1 


10 6.8 
10 11.7 


Pennsylvania . . 14 6.4 


The replies from the above three states, following the 
trend of responses to the question, indicate that bankers con- 
sider themselves fully qualified to solve the housing problem 
in their respective areas on a profitable basis. However, as 
the observations reveal, there is considerable difference of 
opinion on causes, effects and procedures. 

One response from New York says: “‘ No—on old construc- 
tion. Yes—on new construction at present land prices.” A 
second states: “Private capital will put mortgages on a 
much sounder basis.” The next two opinions seem to be at 
variance: “FHA loans kill sales by private capital.” “Loans 
from FHA ideal for moderate salaried man.” Another claims: 
“Complicated by several large Government projects, mak- 
ing it difficult for private capital to compete.” Additional 
opinions are: “Some banks like to advertise FHA mort- 
gages.” “Difficult, owing to large real estate assessments 
and high taxes.” 

From New Jersey came the following: “Yes. But unless 
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the costs of construction are reduced, or rental income im- 
proves, private capital cannot be induced to invest in new 
construction.” Another specific answer states: “There is no 
housing problem for the family in an income bracket over 
$1,200 a year. There are more than enough new or practically 
new apartment units and residential properties. The only 
problem is for the lower-income brackets, which, on com- 
pletion of the present slum-clearance project, can be solved by 
private capital.” Two more comments are: “Small, inexpen- 
sive homes should find a good market.” “ Private capital can- 
not solve housing problem as long as Federal Government is 
in real estate business.” 

Pennsylvania sent in pertinent observations. The follow- 
ing is precise: “‘ We are of the opinion that the housing prob- 
lem in our area can be solved adequately on a sound, profit- 
able basis by private capital.” Another bank says that 
“union organizations boost material and labor, making it 
difficult for private capital to invest.” Other comments 
were: “Too much Government meddling prevents the invest- 
ing of private capital.” “Not much chance as long as build- 
ing and loan associations have property for sale at reduced 
prices.” “Federal aid needed for slum clearance.” “Private 
capital can solve housing problem with FHA commitments.” 


South Atlantic States 
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The trend in the above group, while distinctly favorable to 
private financing as a means of solving the housing problem, 
still contains enough diversity of opinion to warrant atten- 
tion to the reasons therefor. 

From Florida came this opinion: “The majority of our 
new houses have been financed locally, and I believe ade- 
quate facilities prevail in our city for the continued housing 
problem.” Another comment reflects a contrary viewpoint: 
“Competition with insurance and other Government agen- 
cies hazardous for private capital to invest.” Others state 
that “no lending agencies are willing to finance cheap homes 
in low-rental areas,” and that “private capital can solve 
housing problem through FHA mortgage loans.” 

A banker from West Virginia suggests that “the Govern- 
ment become more ethical or withdraw from banking and 
business.” Another answers: “ Yes, with help of FHA loans.” 
A third: “Private capital is ample, except for slums.” 

A Georgia banker says that “private capital can solve 
housing problems but is unwilling.” “Cannot be done,” says 
another, “because of long-term requirements.” “The answer 
is yes,” says this banker, “provided an institution be created 
to keep local money at home, nof in post-office and in outside 
Federal and building loan companies.” 

Further opinions from this group of states are varied: 
“Yes, by inclusion of FHA for slum clearance.” “Doubtful 
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whether private capital can compete with FHA.” “Yes, if 
costs of labor and materials are within reason.” “Believe 
housing problem cannot be solved adequately without 
FHA.” “Doubt whether private capital can compete with 
FHA.” “It can be done with help of FHA, and New York 
insurance companies.” 


South Central States 
TREND 


NO DOUBTFUL 
Replies % |Replies % 


Out of 208 replies from this section, 153 answered “yes,” 
27 “no,” and 28 “doubtful.” As the largest number of 
“noes” and “doubtfuls” came from Texas, the comments 
from this state should be noted with interest. 

One Texas report states: “Banks are eager for good real 
estate loans.” A second: “FHA program unquestionably 
helpful in stimulating home building on lower-interest 
basis.” Another says: “FHA almost in complete control. 
Individual interest fast disappearing.” A fourth: “Private 
capital finds it difficult to compete with FHA.” 

From Oklahoma came the following observations: “High 
taxes are a drawback to private capital investment.” “ Diffi- 
cult for private capital to compete with FHA.” “Yes, but 
not until Federal Government withdraws from field.” “Most 
building now financed with FHA aid.” 

An Arkansas banker says that “private capital can do it if 
Government will withdraw.” 

Louisiana contributed the following comment: “Private 
capital can solve the housing problem, but consider that 
FHA has been helpful.” A contrary observation is that 
“there is too much Government competition.” 


New England States 
TREND 


YES NO 
Replies % |Replies % 


DOUBTFUL 
Replies % 


Massachusetts. . 
Connecticut. ... 
Rhode Island.. . 


The 207 replies from the New England states showed 174 
“‘affirmatives,” contrasted with 19 “noes” and 14 “doubt- 
fuls,” a trend in keeping with the previous groups. 

From Maine came this very complete answer to Question 
No. 2, which is reproduced in full: ‘Think we need a good 
definition of housing problem. There are plenty of houses 
available for sale and to rent; but fine, large, old homes, too 
expensive to maintain, even in good locations, and over- 
assessed, are being torn down to save taxes. It is not prac- 
ticable to repair and modernize houses in the poorer districts, 
so that when tenants move out, these houses also are being 
boarded up or torn down. People are gradually and continu- 
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ally moving to new homes in newer sections. Smaller houses 
of modern appearance are wanted by the young generation. 
I feel that private capital is taking care of this problem of new 
houses adequately as the demand increases.” 

Another banker says: “The residential housing problem is 
being well handled by private capital. We have turned down 
two or three propositions on commercial property, which we 
believe are unsound, and, with prevailing situation, would 
not yield a return under the present local conditions.” 

Other comments from this group are: “Solving the hous- 
ing problem under present conditions is doubtful because of 
high taxes, low wages and excessive building costs.” “Scale of 
income too low to take chances.” “Considerable reclamation 
necessary; cannot be done without Federal assistance.” 


Pacific States 


Total 
Replies 


NO DOUBTFUL 
Replies % [Replies % 


24 
6 
47 


California, showing marked confidence in the capacity of 
private capital, sent in the following comments: “If consid- 
eration is given to character of risk, we see no reason why 
private capital cannot solve housing problem.” “ Believe 80 
per cent of FHA loans are necessary to stimulate home build- 
ing.” “Government terms are not on ‘sound’ basis.” 

From Washington came the following opinion: “FHA has 
stimulated industry.” A banker states: “Yes, with present 
Title ‘I’ and ‘II’ FHA loans.” One comment is that ‘‘Gov- 
ernment aid must come to fore to help low-income bracket.” 
Another: “Banks always ready to finance deserving proj- 
ects.” 

Replies from Oregon say that “private capital is able, but 
many feel it too risky at current rates” and that “under 
forced draft, banks can function better in long run.” 


Plateau States 
TREND 


Total 
Replies 


DOUBTFUL 


20.0 
1 14.4 


3 23.3 
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These states sent in diversified replies. An Idaho banker 
says “General conditions are good and private capital is well 
able to take charge of housing.” A Montana opinion is to the 
effect that “banks can easily solve problem, but most 
people prefer Government loans because of reduction of 
interest.” “Yes, but not in competition with Government 
subsidized agencies,” is a Wyoming answer. From Nevada 
comes this comment: “Too much Government competition.” 
A Utah reply is that “home owners prefer FHA loans to 
private loans because of low interest.” 
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YES Total 
Replies % Replies 
Oklahoma......} 35 79.5 § 11.4] 4 9.1 44 
Louisiana......| 16 88.8 18 
YES 
Replies % 
Washington....| 20 83.3| .. ....] 4 16.7 
California......} 42 89.3 3 6.4 2 4.3 
| 
Total 
Replies % |Replies % |Replies % 
2% 392.9 2 28 
New Hampshire] 18 78.1 23 Idaho.........) 6 1 6 
Vermont.......| 12 75.0] 1 6.3] 3 18.7 16 Montana......) 8 10 
72 7.7 7 8.6 3 82 Wyoming...... 6 7 
43 86.0 5 10.0 2 4.0 50 3 1 25.0 4 
Arizona... .... 3 4 
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Time and Money 


By T. D. MACGREGOR 


Mr. MACGREGOR is a New York advertising man. Previous 
contributions of his to BANKING were “100 Bank Slogans” 
and “‘What’s in a Bank Name’’, which appeared last year in 


"the July and November issues, respectively. 


DAY we think of money as legally fixed units of a 
medium of exchange, or as tokens or certificates repre- 
senting such units—in short, as coins and paper cur- 

rency put out by the government and backed by it. But 
there was a time in the early history of the human race, and 
even in the pioneer days of our own country, when other 
things were used for money. 

For example, in the earliest days cattle were so consid- 
ered and a man’s wealth was measured by his herds and 
flocks. Our word “pecuniary” comes from the Latin “pecus”’, 
meaning “herd”. However, it was hard to transfer such 
money and impossible to make small change with it. So in 
time more convenient money was invented. The beautiful 
little cowrie shell found all around the shores of the Indian 
Ocean was perhaps the world’s first convenient money. 

The history of money and banking, starting in the dim 
mists of antiquity, is a fascinating study. The following 
chronological highlights on this subject, up to establishment 
of the United States monetary system, will undoubtedly be 
of unusual interest to bankers and students of finance. 


B.C. 

2500—Of about this period Egyptian clay tablets have been found 
which evidently were due bills of some kind, and it is also evident 
that as early as this the Egyptians used metal rings as coins. 

2100—The early Chinese used gold and silver in exchange, and their 
cubes of gold are among the oldest currency. A little later they 
used spade-shaped coins, some of which are extant and to be seen 
in such museums and numismatic exhibits as that of the Chase 
National Bank of New York. 

1872—We learn from the Old Testament that early merchants of Bible 
lands used as money gold and silver bullion, weighing it for that 
purpose. In Genesis XXIII:16 we read: “‘ Abraham weighed unto 
Ephron 400 shekels of silver, current money with the merchant,” 
to pay for the cave and field of Machpelah for a burial place for his 
family. 

1491—The earliest Scriptural reference to the practice of lending money 
at interest is in Exodus XXII:25, and is a reproof of usury. 

550—In Babylon about this time there was an influential banking 

house which today might be called Egibi & Co. The Babylonian 
temples also received money on deposit and loaned it out again. 


546—About this time the Lydians in Asia Minor, under King Croesus, 
ever since a synonym for great wealth, first began coining gold and 
silver. Greece learned coinage from Lydia. 

350—Xenophon, the Athenian writer, mentions the fact that the 
money-changers of Athens paid 4 per cent a year on deposits. 

340—In Rome as early as this there were bankers to adjust debtors’ 
accounts. 

269—The art of coinage spread from Greece to Rome. Museums today 
have coins of this period, and in some cases they are the only 
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reliable information available concerning certain ancient states and 
cities. 

163—In his comedy of Phormio, the Roman poet Terence has a 
dialogue with references to depositing money and drawing out 
funds by check. 

100—The Roman money-changers sat on a bench, which in Late Latin 
is “bancus”, and that is the origin of our word “bank”. 

50—Cicero mentions a check and a letter of credit. 


A.D. 
33—In Greece the first banks were the temples, and that precedent 
was followed by the Jews, as it is recorded in the New Testament 
that Christ drove the money-changers out of the sacred precincts 
of the Temple at Jerusalem. 
500—The term “bank” occurs in Italian historical writings. 

1100—Money dealers flourish in Venice and Florence. 

1120—Chamber of Loans established in Venice to discount commercial 
paper. 

1157—Bank of Venice founded, to continue in existence for seven 
centuries until destroyed by Napoleon. 

1344—Gold first coined in England. The goldsmiths and Lombards 
were the predecessors of modern English bankers. 

1345—Bank of Geneva established. 

1400—The Table of Exchange of Barcelona established. 

1404—Spaniards used bills of exchange. 

1410—The Chamber of St. George at Geneva established. 

1450—Bank of the Medici at Florence. 

1460—Bank of the Fuggers at Augsburg, Germany. They and the 
Medici were the international bankers of the time. 

1609—The Bank of Amsterdam founded to remedy depreciated cur- 
rency. 

1612— Hogge money” made by the Virginia Company—shillings and 
pence, each piece with the figure of a hog stamped on it. 

1619—The Bank of Hamburg started. 

1640—Charles I seized 120,000 pounds deposited by English merchants 
in the Tower of London. 

1650—Banking introduced into England from Holland 


1652—Massachusetts began coinage of “‘pine-tree shillings”. 

1694—The Bank of England, prototype of all modern banks, was 
chartered; founded by William Patterson, a Scotsman. 

1695—The Bank of Scotland founded. 

1710—Passbooks first used. 

1727—The Royal Bank of Scotland founded. 

1773—London Clearinghouse established. 

1775—Plates for the Continental paper currency engraved by Paul 
Revere. 

1777—Continental paper money printed by the famed and expert 
Ephrata Brethren at Ephrata, Pennsylvania. 

1780—The Bank of Pennsylvania organized to supply rations for the 
American army. 

1781—The Bank of North America, Philadelphia, incorporated. 

1784—The Massachusetts Bank established—forerunner of the First 
National Bank of Boston. The Bank of New York also started this 
year. 

1785—The dollar as a unit, and the decimal system of reckoning 
American money, adopted. 

1791—The first Bank of the United States, and the Providence (Rhode 
Island) Bank established. 

1792—The U. S. monetary system established; the United States Mint 
started in Philadelphia. 
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Credit Files for Securities 


By E. SHERMAN ADAMS 


The author is an investment analyst who frequently writes 
for BANKING. 


LTHOUGH credit files for loans have now become al- 

A most as common as new loans have become scarce, 

credit files for securities are still, comparatively speak- 

ing, in their infancy. It is today regarded as fundamental 

that a banker should maintain credit data regarding loans. 

And yet, securities have aptly been described as being sim- 
ply loans to non-customers. 

The very fact that the obligors are non-customers is all 
the more reason why a banker should have credit files for his 
investment holdings. Country member banks today have 
more than half as much invested in corporate and municipal 
securities as the total amount of their loans and discounts. 
There is no better way of supervising these commitments, 
unless it be through constant checking with unbiased ex- 
perts, than the medium of investment credit files. 

In the case of a corporate bond, an investment file worthy 
of the name will contain in compact form sufficient informa- 
tion to show how well the issue is protected both by assets 
and by earnings. It is ordinarily desirable to tabulate com- 
parative figures over a period of years for important balance 
sheet and operating statement items. These will reveal trends 
in the company’s affairs and show how it may at times be 
affected by changes in business conditions or by special 
factors. Provision should also be made for recording current 
earnings figures as they become available. 

Compilation of pertinent ratios greatly enhances the use- 
fulness of the investment file. A ratio is a concise way of ex- 
pressing a significant relationship. Bankers are accustomed 
to using ratios in analyzing loan applications and it should be 
comparatively easy for them to carry over the same tech- 
nique into the field of bond investments. 

There is room for discussion, of course, as to just which 
ratios should be used. One of the objectives of the research 


Figure-Diggers and Experts 


INVESTMENT FILES are admittedly worth very 
little if they do not contribute to constructive bond poli- 
cies. An industrious figure-digger may not do half as 
well with his portfolio as a banker who knows nothing at 
all about securities but who is smart enough to follow 
conservative advice. Many bankers have not attempted 
to analyze bonds for themselves because they felt that they 
lacked the necessary training and facilities. Even if a 
banker cannot transform himself overnight into an in- 
vestment expert, there is no reason why he should not be 
well informed regarding his bank’s own securities. In 
general, the odds are long that the banker who maintains 
adequate credit data regarding his holdings will show 
better results from his investments over a period of time 
than the banker who does not. 


carried on during the past year by Standard Statistics Com- 
pany, under the sponsorship of the Bond Portfolio Commit- 
tee of the New York State Bankers Association, was to dis- 
cover the relative merits of different ratios in analyzing 
various types of corporate securities. Careful study was un- 
dertaken to determine the vital factors of analysis. In the 
case of most classes of bonds, from ten to 12 ratios were 
chosen as being the most important. As far as possible, the 
selection was confined to ratios whose significance could 
readily be understood by any banker familiar with the prin- 
ciples of credit analysis. 

Another objective was to establish guide ratios which 
would be helpful in analyzing the status of different types of 
bonds. These guides are not intended to be regarded as in- 
flexible standards nor as exclusive tests. No attempt has 
been made to formulate a mathematical formula for ap- 
praising bonds. In this complicated and dynamic world of 
ours such an effort would be futile. The purpose of the yard- 
sticks is to give the banker a streamlined picture of a com- 
pany’s affairs and to disclose possible weaknesses that should 
be investigated and watched. 

Properly interpreted, ratios can be most informative. In 
the case of an electric power company, for example, the 
ratio of operating revenues to net property may reveal how 
conservatively the property account is valued. This together 
with the ratio of net income to net property may give an 
excellent indication as to whether the bonds might be seri- 
ously affected by public competition or by agitation for rate 
reductions. Ratio analysis obviously does not eliminate the 
need for keeping abreast of current developments but it does 
furnish a background for evaluating their significance. 

The form shown on the next page illustrates how ratio 
analysis can easily be applied to investment files. Central 
Hanover Bank and Trust Company originally devised this 
and similar forms and asked a number of its correspondents 
whether they would like to be given an opportunity to sub- 
scribe to a statistical service based upon them. These bank- 
ers showed sufficient interest to encourage Poor’s Publishing 
Company to institute such a service. 

Many of the ratios provided on these forms coincide, 
naturally, with those selected by Standard Statistics Com- 
pany. For example, here are some of the guide ratios sug- 
gested by Standard for steel company obligations: six-year 
average coverage of fixed charges—better than six times; 
six-year average coverage on a cash basis—better than ten 
times; fixed debt to net property—less than 35 per cent; 
working capital to fixed debt—better than 150 per cent. 
These guides are very conservative, but they are none the 
less helpful as a basis for comparing individual companies. 

These forms are simply one of many effective ways of 
summarizing financial statistics. They were prepared after 
an examination of a number of forms actually being used by 
various banks. Their layout naturally reflects the fact that 
they were designed to serve as the basis for a service that 
would provide essential figures at minimum cost. A banker 
who cares to maintain files more elaborate than these will 
probably be well rewarded for his efforts. 
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New methods, representing the combined efforts 
of bankers and statistical firms, have been developed 
to assist bankers in analyzing and supervising securi- 
ties. Research begun last Winter by Standard Statis- 
tics Company in cooperation with the New York 
State Bankers Association has led to the formulation 
of quality test ratios for 28 different types of corpo- 
ration bonds. Examples of these yardsticks were 
presented at conferences held in New York City last 
year and the complete results are part of the material 
to be covered in a course of five investment lectures 
scheduled in ten key cities throughout New York 
State during the next two months.! 

Bankers attending the Bond Portfolio Conferences 
of the Pennsylvania Bankers Association and the 
midwinter meeting of the Wisconsin Bankers Associ- 
ation last month received specimen credit files for 
summarizing information regarding their holdings of 
corporate securities. These were devised by Central 
Hanover Bank and Trust Company for its corre- 
spondents and are the basis of a new service being 
offered by Poor’s Publishing Company.? Work along 
similar lines has also been going forward with respect 
to municipal obligations. 

The importance and the practical application of 
these developments are discussed in this article. 


In addition to statistical data, the credit file should con- 
tain notes on the nature of the company’s business and on 
pertinent news items. In some cases, it is important to havea 
full description of the lien position of the particular issue held 
or a summary of its sinking fund provisions. Notations 
should also be made as to comments and suggestions offered 
by city correspondents or advisory firms. Material of this 
kind can be put on the reverse side of forms such as those 
shown. Some bankers may prefer an arrangement similar to 
that of the usual loan file, with an individual folder for each 
security and separate sections for correspondence, memo- 
randa, reports, clippings, and so forth. 

A definite plan should be worked out for setting up invest- 
ment files before bonds are purchased and for keeping them 
up to date afterwards. Investment manuals are a good source 
of data for previous years. Current earnings figures and 
news items can be obtained from various statistical services 
or even from financial publications such as the Commercial 
and Financial Chronicle, The Annalist, The Wall Street 
Journal, and Barron’s. Most of the work of keeping up the 
files can be performed by a member of the clerical force and 
will not require any great expenditure of his time. The 
amount of work involved is very small compared with the 
task of maintaining records on customer loans. The cost 
seems insignificant indeed in comparison with the amount of 
money represented by the average bank’s commitment in 
securities. 

Another virtue of the investment file is that it gives a 
banker a uniform approach for analyzing securities con- 
sidered for purchase. It provides a practical technique, for 


1A table of the suggested guide ratios and an explanatory pamphlet 
are published by Standard Statistics Company, 345 Hudson Street, 
New York City. 

* Sample investment file forms and a booklet regarding their use are 
_— by Poor’s Publishing Company, 90 Broad Street, New York 

ity. 
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instance, for attacking the mass of material contained in an 
offering prospectus of a new issue. Also, the banker who 
makes it a rule to examine certain figures regarding any 
bond offered to him for purchase will be safeguarded against 
being stampeded into buying issues that do not fit his in- 
vestment program. 

Files for municipal securities present a more difficult 
problem because of the very large number of issuing units 
and the utter lack of uniformity in their fiscal reports. 
Moody’s Investors Service and Dun & Bradstreet furnish 
some excellent coverage in this field. Bank examiners are 
particularly interested in files for municipals because they 
must classify so many bank holdings of unrated municipal 
securities. The National Association of Supervisors of State 
Banks has been attempting to devise a satisfactory form for 
bankers to use for their municipal holdings. If such a form 
should be widely adopted by banks, it might lead to some 
improvement in the reporting of financial data by political 
sub-divisions. This improvement would probably be ac- 
celerated if examiners should decide to classify as ineligible 
for bank investment the obligations of units which failed to 
make sufficient information available. The ultimate solution 
to this problem might be the establishment of some kind of 
governmental regulation of municipal security offerings, al- 
though moves in this direction have met with considerable 
opposition. 

Both national and state supervisory authorities have been 
placing greater emphasis upon the desirability of investment 
files. About a year ago the Commissioner of Banks in Minne- 
sota issued a regulation that “within a reasonable period of 
time following the issuance of this . . . , all banks will be 
required to establish and maintain investment files on each 
security owned.” 


INVESTMENT FILE FORM. Data on other types of industries 
vary somewhat from this, and appropriate forms have been 
devised accordingly 
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Some aspects of consumer credit are discussed here by an 
authority on bank operation. Readers are familiar with Mr. 
WooLtEy’s “Ask BANKING” department and his frequent 
articles in this magazine. Other material on the highly impor- 
tant subject of consumer credit will appear in BANKING in sub- 


sequent issues. 


E American public is instalment-minded. For years 
business has been conducting “pay out of income” 
campaigns, until today there is hardly anything that is 

not being purchased by that method. Instalment buying has 
become so popular that many people prefer it, although they 
could pay cash. 

As a matter of fact this mortgaging of future income to 
supply the wants of today is the way that all business is 
conducted under the present economic system. There is no 
fundamental difference between a large corporation’s issuing 
debenture bonds or serial notes and an individual’s borrow- 
ing $200 in a personal loan department. They are both bor- 
rowing for immediate needs and mortgaging a part of antici- 
pated future income. 

In financing instalment buying of semi-durable merchan- 
dise, such as automobiles, furniture, refrigerators, etc., 
there is also an element of savings. A certain portion of the 
population will never save. That is, they will not lay aside a 
specific amount each year of their productive lives and de- 
posit it in a bank. But are not the purchases of such semi- 
durable goods a form of savings? Certainly the purchasers 
become possessed of things of value that they could not have 
procured by any other means. 

Therefore, in conducting small instalment repayment loan 
departments, banks are not only lending to those who are 
worthy of credit and helping them to save but are also aid- 
ing employment by increasing the nation’s purchasing power. 

Just how profitable a personal instalment loan depart- 
ment will be to an individual bank depends upon the com- 
munity it serves. A community of diversified industries, 
with the wage earners that such industries will employ, 
represents the best possible field. Whether or not the com- 
munity is being adequately financed in small loans by other 
commercial banks or by reputable industrial loan banks is 
another factor to be considered. These questions can be sat- 
isfactorily answered only by a survey of the territory. 

Experience of successful banks has shown that the oper- 
ation of such small loan departments requires trained per- 
sonnel, because the method of handling such loans differs 
very considerably from that required by regular commercial 
loans. However, the department can be installed without 
conflicting with any other banking activity and can be used 
to advantage to liquidate slow loans in the regular note case. 

One man with one assistant can handle in the neighbor- 
hood of 2,500 loans per year. At an average of only $150 per 
loan this is an annual volume of $375,000, which, at 6 per 
cent, yields an income of $22,500, exclusive of investigation 
or other fees and represents income which, as a rule, would 
not have been procured otherwise. 

On the assumption that all such loans are being paid in 12 
equal monthly instalments, the theoretical average monthly 
principal outstanding is $203,125, producing a theoretical 
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return of slightly over 11 per cent. In practice, however, the 
effective rate never runs that high, being much nearer 9 per 
cent. 

There has been some criticism that even this is too high a 
yield. What the critics overlook, though, is that it costs much 
more to make a thousand $100 loans than it does to make 
one loan for $100,000. It is, therefore, only fair that the 
return on the principal should be higher. 

The largest single expense in these small loan departments 
is that of placing the loans on the books. Approximately 
three-fourths of the application forms delivered to prospec- 
tive borrowers are filled out by them and returned to the 
bank. Of these, from 75 per cent to 90 per cent are approved. 
This means that, for one reason or another, from 33 per cent 
to 44 per cent of inquiries do not result in any business for 
the bank. These are, of course, only approximate figures. 
The ratio of loans made to application forms given out 
varies greatly between banks, but no matter how high that 
ratio is, the cost of uncompleted inquiries is part of the cost 
of conducting small loan departments. 

In the operation of a personal loan department certain 
forms are necessary. None of them are elaborate or expen- 
sive. One of the most important forms is the application, 
which will vary according to the requirements of the in- 
dividual bank. Certain fundamentals, however, must be 
followed. 


THE INFORMATION NEEDED 


THESE fundamentals are that both the maker and co- 
makers, when required, should give full financial informa- 
tion about themselves, such as amount of income; where 
they are employed; how long they have been in their present 
positions; whether they own or rent their own homes; what 
rent or monthly payments they make in lieu of rent; how 
much they owe; from whom they have bought on credit in 
the past; their banking connections, if any; whether there 
are any legal proceedings pending against them; the amount 
of life insurance they carry, etc. In addition the applicant 
should give a complete statement of the purpose of the loan. 

Incidentally it reduces resistance on the part of comakers 
if their forms are mailed to them by the bank rather than 
being given to the prospective borrower to deliver. There is 
a very definite reason for this. In many cases the comakers 
have no hesitation in informing the bank of their financial 
status but hesitate to give that information to their friend. 
Insurance on the life of the borrower, relieving the co- 
makers from liability in the event of that borrower’s death, 
also tends to reduce comaker resistance in many instances. 

Other forms required are the note, check, verification of 
comakers’ signatures, past due notices, repayment pass- 
books, ledger card and special deposit ticket. The ledger 
card should show, at least, due date, amount due, date paid, 
amount paid and balance. The same information should be 
on the repayment passbook so that the two can be syn- 
chronized for machine posting. Machine posting is essential 
to economical operation. 

There are two ways of recording the loan and payments. 
Under one of these the payments are credited against the 
principal on both the ledger card and passbook. Under the 
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other the principal remains constant until the loan is fully 
paid, the payments being accumulated in a special savings 
account which is pledged to the bank as additional security. 
In some cases interest is paid on those balances at the reg- 
ular savings rate, provided all payments are made as agreed. 

The passbooks and ledger sheets also vary in form. One of 
these pre-lists all payments and balances and due dates 
throughout the life of the loan and then posts only the 
amounts of payments as made. The ledger card of such a 
form for comaker loans is shown at right. Under this 
method the ledger card and passbook are printed on ledger 
paper. Under another method, in which the machine picks 
up the old balances and posts the payments and new bal- 
ances with all three totals locked in, both the cards and the 
passbooks can be of heavier material. 

The information required on the cards will differ with the 
type of the loan—automobile, collateral, modernization, 
insurance premium, etc. Different colored cards can be used 
to designate the different classes of loans. The use of these 
different colored cards enables them to be located quickly 
and accurately. It is preferable that each class of loan carry 
its own control, if not on the general ledger, at least on a 
control card in front of its own section in the files. 


SIGNATURE VERIFICATION 


THE verification of comakers’ signatures should be mailed 
direct to them by the bank in all cases in which their state- 
ments are brought in by the borrower. This practice should 
be strictly adhered to whether the note is a new one or a re- 
newal. Of course, this procedure is unnecessary where the 
bank mails the comakers’ statements direct. A system of in- 
dexing, not only by names but also by street addresses, will 
prove itself of value in checking borrowers and comakers. 

The question often arises as to how much credit a wage 
earner offering no collateral is entitled. It is impossible to 
lay any hard and fast rule on this score for the reason that too 
many factors enter into it. The ratio of fixed charges, such 
as rent, etc., to monthly income, stability of that income, 
credit record, etc., would upset any blanket rule. However, 
20 per cent of the annual income can be taken as a tentative 
guide. 

There are always ways of ascertaining how people pay their 
bills. Even in towns which do not have a merchants’ credit 
association, there are always some bills, such as milk, tele- 
phone and electric light, that will be paid periodically and 
give a basis for judgment. 

It is an old adage that ‘‘the time to collect a loan is before 
that loan is made.” In conformity with that idea some banks 
draw a check that is merely an order on the teller to pay and 
is not a negotiable instrument. They have this check en- 
dorsed by the borrower at the officer’s desk, after which the 
officer sends for the cash so that he personally turns it over 
to the borrower. This gives him an excellent opportunity for 
impressing upon the borrower the necessity for making all 
payments on time. 

In any analysis of losses from small instalment loan depart- 
ments, one fact stands out clearly. That is that breakdowns 
occur in the collection departments and not in granting the 
original credits. Often the applications offer no basis for crit- 
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icism regarding the extension of the credit in the first place, 
but collection methods are poor. Collection departments, it 
seems, usually content themselves with sending some stereo- 
typed past due notices and make no real attempt to in- 
dividualize collection problems. 

The bank is dealing with individuals—human beings. A 
recognition of this fact will make more collections than plac- 
ing all reliance on a few printed notices. 

When obligations are made for a year ahead, it is quite 
possible that some unexpected occurrences make the fulfill- 
ment of those obligations difficult. It would seem, therefore, 
that the best practice, after the first notice has been sent out 
on past due payments, is for a representative of the bank to 
call on the borrower and find the trouble. Experience has 
proved that such a policy will, in many cases, permit the loan 
to be restored to a good condition. 

Naturally, such follow-ups must be made immediately. It 
isa truism in collections that “ the wheel that squeaks the loud- 
est gets the most grease”. There are cases, of course, where 
nothing but a “hard-boiled” attitude is really effective, 
others where appealing to pride will prove the most effective 
method. It all depends on the individual dealt with. Cer- 
tainly those in charge of collections should study the in- 
dividual borrowers and act accordingly. 


Below, the form referred to by Mr. Woolley, who considers 
it the most satisfactory for the purpose that he has found 
in use by a bank 


Borrower Day Due | Ant. Each Payt. 


Account No. 


Business Address 


Phone Home Address 


Home 


Business 


No. of 
Pmts. 


Appl. No. Date of | Maturity 


Mort.Risk 
Note Date 


Fees 
Collected Ins. 


Int. 
Collected 


Comaker Phone 


Business Address 
Home 


Business 


Phone 


“Business Address 
Home 


Business 


Phone 
Home 


Comaker Business Address 


Business 


Previous Loan No. | Amount a a O Yes | Amount 


Is This Ext. O Yes 
of 


Payt. Dates Changed to 
Paid Out of Proceeds of New Loan 


Date 


Date 
Date | Amount Paid 


Beginning By 
Paid by Comaker 


Amount 
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Haroip G. EBERLE is manager of the insurance department, 
Hartford-Connecticut Trust Co., Hartford, Conn., and HORACE 
W. Ervin is account executive, Albert Frank-Guenther Law, 
Inc., New York advertising agency. MR. ERVIN specializes in 
insurance company accounts. 

In this, their fourth article in a series, the authors resume a 
discussion of phases of fire and casualty insurance of interest to 
banks. The first article in the series advocated centralization of 
insurance control in one department. The second contained an 
outline of property insurance and the third treated aspects of 
insurable material damage. 

The present article deals briefly with the broad subject of legal 
liability and with insurance forms that protect banks from loss 
on this account. 


BOUT the briefest thing that can be said about legal lia- 

A bility is that some are born with it, some acquire it and 

others have it thrust upon them. A bank as protector 

of its own and others’ assets must, whether it wishes to or 

not, be vitally concerned with conditions and events that 

may lead to loss by application of the law of negligence 
against itself. 

How far-reaching and, one might safely say, how extrava- 
gant are claims originated and developed by claim-minded 
persons can be gauged by examining some of the many 
cases, common though odd, which have been fought out in 
court. Here are three choice examples: 

(1) A $5,000 damage suit was brought against a California restaurant 

proprietor by a patron who was served with a piece of pie “‘cut so 

small as to cause him humiliation, embarrassment and mental 
anguish”. 

(2) A libel suit was instituted by a Mississippi justice of the peace for 

being called an ass; but the suit was lost because the court held that 

no special ability was expected of a justice of the peace. 

(3) A-suit was brought by an Iowa clairvoyant who claimed that col- 

lision of the defendant’s truck with the street car in which she was rid- 

ing, had knocked psychic powers out of her. She was awarded $2,000. 

Numerous other cases, equally instructive and amusing 
and in which banks, also, frequently appear as targets, cover 
alleged rat bites, fallen ceilings, defective walls, porches and 
stairs and a variety of other circumstances. 

It is highly desirable that banks large and small carry lia- 
bility insurance in proper form and adequate amounts. Small 
banks should do so for many reasons. The most conspicuous 
is the dire extent to which their financial structure would be 
impaired in the event of a catastrophic loss. Large banks, it is 
true, are better able than small institutions to sustain a large 
loss, but carrying proper liability coverage is for them, not- 
withstanding, sound business practice; and premiums they 
pay spare them time, trouble and expense connected with 
legal investigation and adjustment of claims. Looked upon 
in one light, adequate liability coverage is as necessary as 
adequate working capital. 

In this type of insurance, there are many different forms 
adapted to many different situations and conditions. The 
policies provide protection up to stated limits and are sub- 
ject, naturally, to certain exclusions. It is important to keep 
exclusions in mind; but just as important is the fact that they 
can be taken care of by purchasing insurance written specifi- 
cally to cover them. Exclusions in the liability form that 
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apply to bodily injury are: (1) assured’s employees, (2) ele- 
vators, (3) vehicles elsewhere than upon assured’s premises, 
(4) products liability, (5) contractual liability (legal liability, 
only, is covered—not assumed liability), (6) aircraft liability, 
(7) alteration or repair work not sufficiently covered. There 
are also property damage exclusions in the cases of (1) steam 
boiler explosion or collapse, (2) water damage, sprinkler 
leakage and (3) engine breakdown, etc. 

The term “liability insurance” is indeed a broad one and 
includes numerous forms for specific hazards, such as Own- 
ers’, Landlords’ and Tenants’, Manufacturers’ and Contrac- 
tors’, Elevator, Products, Contractual, Residence or Farm, 
Contractors’ Protective, Owners’ Protective, Landlords’ Protec- 
tive and others. Those likely to be of first importance to 
banks are taken up here. 

1. OwNERS’, LANDLORDS’ AND TENANTS’—This type 
of liability coverage, usually referred to as O.L.&T., is 
probably the most important form that banks require, be- 
cause of their wide interest in property as owners, foreclosers 
and fiduciaries or in a capacity whereby they manage other 
properties under an assignment of rents or as mortgagee in 
possession. O.L.&°T. gives protection against claims arising 
from accidents caused by property conditions or by employ- 
ees’ leaving assured’s premises and similar conditions. 

(a) In cases where the bank owns the property direct, or 
has acquired title through foreclosure, quitclaim, etc., its 
responsibilities are at least as great as an individual owner's. 
Indeed, they are apt to be greater. For today claimants con- 
trive somehow to have more serious accidents on bank- 
owned than on individual-owned property. “‘Get witnesses! 
This property belongs to the Main Street Trust Company!” 
approximately describes the popular attitude. 

(b) When the bank manages property in a fiduciary capac- 
ity, the chance of loss when an accident occurs is just as 
great. The courts have held and will continue to hold fidu- 
ciaries liable, if negligence is proved. It is, therefore, safest to 
keep adequately protected with O.L.&T. on managed prop- 
erty, debiting this legitimate expense to the trust account 
concerned. 

(c) The bank’s position when acting under an assignment 
of rents varies, for liability hinges on the degree of control 
given the bank under the assignment. When the bank is in 
full control, receiving all rents and making all disbursements 
including maintenance and repair, it is likely to be held liable. 
The assignment may stipulate, however, that a certain 
amount of the monthly rent is assigned to pay taxes and in- 
terest, but all other disbursements are to be made by the 
mortgagor. Then the bank, holding a modified assignment— 
not receiving full rent, not making all disbursements, not 
responsible for maintenance and repair—is not in full control 
and therefore may not be liable. 

(d) When the bank is mortgagee in possession, it has taken 
over right to title of the property under foreclosure proceed- 
ings, and is therefore in control and likely to be legally liable. 

2. MANUFACTURERS’ AND CONTRACTORS’—This form, 
similar in coverage to O.L.&T., embraces the risk of manu- 
facturers and contractors in their business operations. It is of 
interest to banks operating such businesses or concerned 
with the adequacy of borrowers’ insurance coverage. 
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3. ELEVATOR PuBLic LIABILITY—Elevator covers lia- 
bility imposed by law on the assured for injuries to or death 
of persons (not employed by the assured) accidentally suf- 
fered, or alleged to have been suffered while upon, entering 
upon, or alighting from the car of a described elevator, or by 
reason of the existence, maintenance or use of the elevator, 
its equipment, machinery and shaftway. (Escalators—mov- 
ing stairways—are classed as elevators.) 

One of the important advantages of this type of insurance 
is the periodic inspection and maintenance of elevators and 
equipment which help to keep losses at a minimum. Elevator 
liability is secured by either an endorsement to the public 
liability policy or by a separate policy written specifically for 
the hazards involved. 

4. Propucts—tThe bank operating a bakery or a res- 
taurant may be faced with claims for personal injury caused 
by consumption of foods dispensed. These claims, when fol- 
lowing injury for food eaten on the premises, are covered by 
a public liability policy (if correctly endorsed upon payment 
of additional premium). But for complete protection against 
loss, it is a good idea for banks in these circumstances to be 
covered by products liability, embracing claims resulting 
from possession, consumption, handling or use of the product 
away from the assured’s premises. 

5. CONTRACTUAL LIABILITY—The ordinary liability 
policy does not cover all liability. It covers liability imposed 
by law, but it does not cover liability imposed by contract. It 
is therefore important to review all leases and contracts to 
be sure that proper coverage exists wherever there is legal 
liability. Contractual covers liability of the assured which he 
has assumed by contract from others with respect to acciden- 
tal bodily injuries or death (resulting therefrom) sustained 
or alleged to have been sustained during the policy period. 

“Hold harmless” clauses should be carefully scrutinized, 
particularly in the case of leases or a railroad sidetrack agree- 
ment. Agreements covering railroad sidings alongside manu- 
facturing plants vary in degree of liability imposed on the 
manufacturer. Consultation with a competent local agent is 
helpful in determining proper insurance coverage needed. 
The sidetrack agreement, through which the railroad 
“throws off” liability, so to speak, upon the owner of the 
siding, does not prevent a claimant from bringing suit and 
collecting from the road. But by the same token, the railroad 
may be expected to demand reimbursement, if made to pay 
damages, from the manufacturer, under the agreement.* 

6. RESIDENCE—Coverage for injuries or death to do- 
mestic servants, when not provided by employers’ liability 
insurance or under regular Workmen’s Compensation Laws, 
is obtained by an endorsement to the regular residence pol- 
icy. Of value also is the dog liability endorsement which, 
though inexpensive, is effective against claims arising from 
injuries inflicted by a dog. 

7. CONTRACTORS’,OWNERS’, LANDLORDS’ PROTECTIVE 
—This form of insurance is needed to protect a contractor, 
owner or landlord against claims instituted by a person or 
persons injured, or allegedly injured, during alteration, re- 

* In this connection, a common insurable Railroad Sidetrack Agree- 


ment has been formulated and is known as the “ National Industrial 
Traffic League Endorsement”. 
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pair or new construction work due to negligence on the part 
of the owner, contractor or subcontractor. Banks that con- 
trol real estate on which repairs, alterations or new construc- 
tion work is carried on run serious risk of loss unless pro- 
tected by this specialized liability form. 


LIABILITY FOR PROPERTY DAMAGE 


IN the seven types of liability insurance discussed above, at- 
tention was not given to property damage coverages available 
under each contract. For adequate property damage pro- 
tection, individual discretion plus the experienced knowledge 
of a competent local agent should be sufficient to determine 
the limits of coverage for each policy, although opinion will, 
of course, vary, the hazard not being of catastrophic nature. 

Water damage legal liability and sprinkler leakage legal lia- 
bility are two forms of insurance covering the assured’s re- 
sponsibility for damage described in the titles of the forms. 

Now available to banks is liability protection in blanket 
automatic form, covering owned and controlled properties. 
Policies usually allow up to 60 days in which to report new 
acquisitions, during which time protection on them is in 
force.f Below, as an example of wording defining the exact 
nature of title of the assured, is the model endorsement used 
by a large New York bank: 

“Banks as owners, and/or as lessees, and/or administrator, and/or 
as Executor, and/or as Trustee, and/or as Guardian, and/or as Con- 
servator, and/or as Receiver, and/or as Agent and/or as interest may 
appear, including the interest of lessors, and/or Principals and in- 
cluding also all others in the same capacity acting jointly with the 
above assured and/or any Corporation the stock of which or any part 
thereof, is held by the assured as Trustee or otherwise or for which 
assured is acting in any capacity or interest of any kind whatsoever, 


as their respective interest may appear, loss if any payable to the 
Bank.” 


It might appear superfluous to comment on the need for 
automobile liability insurance, except for the fact that bank- 
ers are apt to overlook the liability they incur when employ- 
ees drive their private cars on bank business. Coverage for 
this exposure can be had at minimum cost under a non- 
ownership contingent automobile policy, which divides em- 
ployees into two classes: Class I—employees using their own 
cars frequently on bank business, and Class IlI—employees 
who may or may not use their own cars on bank business 
(such as a runner using his own car to make urgent delivery 
of a statement to a customer). Some banks encourage pur- 
chase of automobile liability among employees by allowing 
them, if they fall under Class I above, to have applied to the 
cost (if insured by the same company) the Class I driver 
premium the bank ordinarily would pay. 

WoRKMEN’S COMPENSATION AND EMPLOYERS’ LIA- 
BILITY—A knowledge of workmen’s compensation and of em- 
ployers’ liability is an asset to the banker, both for his own 
requirements and for those of borrowers. 

Usually three conditions must be present before an insur- 
ance company is considered liable to pay compensation: (1) 
The injury must be accidental, as distinguished from 
disease, though 17 states, 3 territories and the Federal laws 
now include occupational diseases; (2) it must occur in the 
course of employment, and (3) must arise out of employ- 
ment. 

Banks hiring contractors and subcontractors to do repair 
and alteration work for them would do well to require such 
contractors to file their certificates of workmen’s compensa- 
tion and public and contractors’ liability insurance with the 
bank. 


{ For a discussion of master policies offering automatic blanket pro- 
tection, the reader is referred to the second article in this series appear- 
ing in the November 1939 issue of BANKING. 


31 


ele- 
Lises, | 
lity, | 
ility, 
here 
eam | 
akler | 
and | 
| 
arm, 
obec- 
e to 
type 
on 
’ be- 
oSers 
ee in 
ising 
t, or 
., its 
er’s, 
con- 
ank- 
sses! 
y!” 
pac- 
st as 
fidu- 
st to 
ount 
ent 
ntrol 
is in 
1ents 
able. 
rtain 
d in- 
the 
nt— 
, not 
ntrol 
aken 
eed- 
able. 
orm, 
anu- 
is of 
|_| 


The Legal Answer Page 


Taxation—Accumulated Earnings 


LTHOUGH the undistributed profits tax will not be 
A applicable to 1940 corporate tax returns, yet “im- 
proper accumulations” of earnings or profits will not 
be permitted under pain of special punitive surtaxes. Section 
102 of the Internal Revenue Code provides that a surtax of 
25 per cent on the first $100,000 of undistributed net income 
and 35 per cent on the excess shall be levied upon every 
corporation which prevents the imposition of the surtax 
upon shareholders by accumulating earnings beyond its rea- 
sonable needs. The Bureau of Internal Revenue has issued 
instructions that the following classes of corporations be 
given close attention to determine whether Section 102 is 
applicable: 

1. Corporations which have not distributed at least 70 
per cent of their earnings. 

2. Corporations which have invested earnings in securities 
or other property unrelated to their normal business activi- 
ties. 

3. Corporations which have made loans to officers or 
shareholders out of undistributed profits or surplus from 
which taxable dividends might otherwise have been declared. 

4. Corporations, a majority of whose stock is held by a 
family group or other small group of individuals, or by a 
trust or trusts for the benefit of such groups. 

5. Corporations with accumulations of cash or other quick 
assets which appear to be beyond the reasonable needs of 
the business, despite the fact that earnings in excess of 70 
per cent were distributed. 

If the Bureau finds that earnings of a corporation are 
accumulated beyond the reasonable needs of the business, 
this is determinative of its purpose to avoid a surtax upon 
shareholders unless the corporation by a clear preponderance 
of the evidence shall prove to the contrary. 

Banks are not exempted from these provisions. 


Six Per Cent 


EADERS were informed by a news item in the last issue 
of BANKING that the Federal Trade Commission has 
issued an order against the General Motors Corporation, its 
subsidiaries, and the Ford Motor Company, to cease the use 
of the words “‘six per cent” or the symbol “6%” in adver- 
tising instalment payment plans for purchasing automobiles. 
The commission found as a fact “‘ that when the term ‘6%’ 
is used in connection with monthly payments it is under- 
stood to mean 6 per cent simple interest per annum, com- 
puted on the declining balance as reduced by the monthly pay- 
ments.” In the instalment payment plan advertised, the pur- 
chaser paid 6 per cent on the total amount originally owed, 
which resulted in a charge of approximately 1114 per cent 
simple interest per annum on the declining balance, instead 
of 6 per cent interest as was generally implied. 

It has been suggested by our Legal Department that 
banks use language somewhat as follows in advertising the 
interest charge on personal loans: 

‘We make personal loans ranging from $ repayable 


in monthly instalments over periods ranging from one year to eighteen 
months. For example: 


We give you 
You pay us in 12 equal monthly installments. . . 


Cost to you 


Social Security Receipts 


QO’ and after January 1, 1940, every employer is required 
to furnish to each of his employees a written statement 
showing the total amount of wages paid to him and the 
amount of the old age contributions paid by or on his behalf. 
This statement shall cover a calendar year or one, two, 
three or four calendar quarters, or it may be furnished at 
the time of each payment of wages and cover only that pay- 
ment. For each wilful failure to furnish such a statement, 
the employer is subject to a penalty of not more than $5. 

The Bureau of Internal Revenue, in answer to numerous 
inquiries relative to the form and content of the required 
statements, issued a mimeograph of questions and answers, 
December 12, 1939. [A & C Mimeograph Coll. No. 4992.] 
Although no particular form of statement is prescribed, from 
the law and from these answers, the following observations 
can be made as to the statement. (1) It must be written (2) 
in a form suitable for retention and must show: (a) name of 
employer (b) name of employee (c) period covered by state- 
ment (d) total amount of taxable wages paid during period 
covered by statement (e) amount of employee’s tax during 
period covered by statement even if paid for employee by 
employer. (If by reason of an error, the amount collected is 
greater or less than the amount which should have been 
collected, show also correct amount.) 


When Protest Is Unnecessary 


SECTION of the Uniform Negotiable Instruments Law 
which is not particularly well known is Section 114 
which provides that notice of dishonor need not be given to 
the drawer “Where the drawer has no right to expect or 
require that the drawee or acceptor will honor the instru- 
ment.” The corollary provision, Section 159, provides that 
“Protest is dispensed with by any circumstance which would 
dispense with notice of dishonor.” 

The significance of these sections is best seen by their 
application to a problem recently presented to the Legal 
Department. The facts set forth in the inquiry were these: 
Mr. Doe called at Bank A and asked it to cash a draft which 
he was drawing on himself at Bank B. The teller took the 
draft for collection and informed Mr. Doe that he would be 
allowed to draw upon it in seven days. After seven days, as 
no notice of dishonor or notice of protest had been received, 
Bank A permitted the funds to be withdrawn. Thereafter 
the check was returned unpaid and unprotested. The ques- 
tion concerned the liability of the collecting bank for failure 
to protest. 

Under the above sections the collecting bank owed no 
duty to the drawer to give notice of dishonor or to protest 
the check. Inasmuch as the forwarding bank in this case was 
not the owner of the item to be collected but was merely the 
agent of the owner who was also the drawer, the collecting 
bank owed it no duty to protest or to give notice of dishonor. 
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STOCK CERTIFICATES 
like these... 


Visitors on a tour of the New York Stock Exchange 


The News Reflector 


HERE is one place at least, one focal point, where all the utterances and statements for the political record all combine 
conflicting and confusing cross-currents of news converge, to make extremely vague this thing called business opinion. 
and that is the Stock Market. A war and a session of Congress This month’s news photographs are accompanied by four 
would be enough to make the market seismographs quiver, but recent pictures made at the New York Stock Exchange, showing 
foreign propaganda, censored news dispatches, pre-election visitors on a tour, the visitors’ gallery and the exchange floor. 


WIDE WORLD 
Employees (above) of the Endicott-Johnson Corporation, voting in In spite of mail seizures, there is no let-up in matériel shipments 
an NLRB election, overwhelmingly refused union representation to the Allies. Above, American trucks for the front 
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WIDE WORLD 
The Prize Court in Hamburg, Germany, which is “seriously 
underworked” because of the lack of prizes captured 


General Motors produced its 25,000,000th car. At the right of the 
car, GM Officials Coyle, Knudsen, Sloan, Wilson 
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HARRIS & EWing 
Attorney General Murphy moved up to the 
Supreme Court 


BRITISH COMBINE 
The Contraband Committee of the British Ministry of Economic 
Warfare. Their work is unpopular with neutrals 


With customary ceremony, Admiral J. O. Richardson (at micro- 
phone) became Commander-in-Chief of the U. S. Fleet 


INTERRATIONAL 
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o the 
Solicitor General Jackson moved up to the 


Attorney General’s office 
CUSHING 


ACME INTERNATIONAL 
Secretary Hull and others testified on behalf of continuing the Former President Hoover, above right, with Werner Janssen, 
reciprocal trade agreements program Finnish musician, heads a drive for Finnish relief 


Politics is in full production. Left to right, at Jackson Day dinner, Chief of Staff Marshall and Secretary of War Woodring warned 
Senators Harrison, Glass, Sheppard, Barkley, Pittman Congress of more money needed for a proposed “army in being” 
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Right, Roumania’s Crown Prince Michael joins the Senate 
of Europe’s most enemy-encircled neutral 


elow, left, Finnish soldiers examining a batch of skis. The 

Bel left, I I Id g a batch of sk rt 

‘innish front is more and more regarded as crucial to 

F h front garded 
all the nations of Europe 


Below, right, King Gustav of Sweden and Colonel Jung. 


Large numbers of Swedish soldiers are reported fighting in 
Finland, but Sweden is desperately “neutral” 
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PATHE NEWS FROM EUROPEAN 
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UROPEAN 


PIBEL MAN 


KING 


Removing the Mystery 


ARIOUS ways are being suggested whereby banks can HERBERT M. BratTeR, Washington writer for BANKING. 
\ explain themselves to their customers in readily under- ‘‘ Know Your Bank” is suitable for lobby and window display, 
standable terms. The material below is an idea suggested by and special uses may suggest themselves to some banks. 


Know Your Bank 


Your bank is far more important to you than just the amount of money you have deposited 


security. But, directly and indirectly, it is much more important to you than that. With- 
out it your life, and the daily life of all of us, would be quite different. B Imagine what 


business would be like in this country if all the banks could suddenly pay off their deposi- 
tors in full, in currency, and then close their doors. iy oK Your checkbook would be 


2 with it. ih It is a place where, in case of need, you can borrow money against acceptable 


worthless. You could no longer accept payment in checks from your debtors. You would 


have to do all business on a currency basis. ee You would need to rely on a strongbox 
or safe placed in your place of business to keep your money and securities. You would 
have to carry much more currency with you than you now do, for under no cir- 
cumstance could you sign a check. To make change, moreover, you would either need 


always to have on hand a whole laundryman’s bagful of coins of all denomina- 


every day. Like the captains of sailing vessels 150 years ago, you would have to “‘carry 


your exchange”’ with you. 


And everyone else would have to conduct his business life ee The streets of our 


great cities would be congested with armored trucks, pr) tee more numerous than 

present-day telegraph boys on bicycles or afoot, doing tasks now entrusted to the postman. 
And this would burden business greatly with added expenses. 

If you could not borrow, you would be limited in the amount of currency you already 

had on hand or could obtain by selling something. There would be no more currency in 


the country, AyA, no money to take care of expanding business needs beyond the amount 


currency; or unless you were to board up your business while you went into the mountains 


to dig for gold which the Government = yell would buy from you with — 


: already issued, — unless the Government were to print greenbacks or similar ‘“‘credit”’ 
: provided you toted it to a mint or similar agency at some central point. 


tions, or else stand in long Tee queues in front of branches of the U. S. Treasury 
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Assistant 
Cashier Dale 
Brown and 
Winners Jar- 
muth and 
Butler (left to 
right) 


Camera! 


grr photographers among the employees of the 
National City Bank of Cleveland held a contest a 
short time ago in which their own interest was apparently 
equalled by that of the public. The pictures—about 50— 
which were accepted as entries were enlarged and ex- 
hibited in the bank’s lobby for three weeks before the 
awards were made. A professional photographer in Cleve- 
land acted as contest judge. Winners of the $15 and $10 
first and second prizes were Wilmar C. Jarmuth and Dean 
Butler, respectively. Seven honorable mentions were 
given. It is estimated that about 2,500 people saw the 
exhibit before and after the contest, which will be held 
again next year. 


Second Prize 
**Where the River Bends” 


First Prize, “Geometry” 
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Left, the President and Mrs. Washington at the mint as 
the first United States money was coined. The mint was 
established by Congress in 1791, after a thorough study 
of the subject by Alexander Hamilton, Secretary of the 
Treasury. The first Treasury Secretary had received his 
appointment as a result of the ability in financial matters 
which he had shown while a captain on Washington's 
staff during the Revolution 


Washington as 
Accountant 


EORGE WASHINGTON’S account book, 

covering his Revolutionary War expendi- 
tures, exists in two originals, one in the Library 
of Congress and one in the Treasury Depart- 
ment. Both are in his own hand-writing. The 
page reproduced at the right from the Treasury 
copy shows the introduction of dollar book- 
keeping as of January 1, 1777, although dollar 
items converted into pounds appear in earlier 
pages of the book. 

During this period the dollar was divided into 
“ninetieths”, which, it is said, was due to the 
fact that the Spanish milled dollar was equiva- 
lent to 90 pence, Pennsylvania money, and 
therefore a Pennsylvania penny was 1/90 of a 
dollar. It was not until the establishment of the 
United States Government in 1789 that the 
decimal system was introduced here. 


The footnote in Washington’s accounts, repro- 
duced below, says: “This Ball. arises from the Ex- 
penditure of my private purse.—From which (as 
doth appear from the dates of the public debits 
against me) my outfit to take Command of the 
Army at Cambridge—The Expences of the Jour- 
ney thither—and disbursements for some time 
afterwards, were borne.—It being money which I 
brought to, and recd. at Philadelphia while there 


Dam 
./ - 
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ome and See US 


HEN the members of an American family go traveling, 

their reason, if they had to give one, might lie somewhere 
between “improvement” and “getting away from it all”’. 
Frequently the head of the family would also explain apolo- 
getically that he intended to ‘‘combine business with pleasure”’. 
The opportunities for studying America’s business, history and 
landscape on a vacation jaunt are boundless, as is suggested by 
the bank advertisements and pictures on these pages. Moreover, 


the opportunity for banks to help their customers plan such 
excursions was never greater than now, when even seasoned 
tourists look favorably on the attractions of neutral U. S. A, 
Paradoxical as it may seem, present conditions in the world vive 
banks with travel departments a unique opportunity to offer 
their services profitably to the public. Planning domestic travel 
is a simple matter, and any bank can participate in this service, 
which has proved extremely popular in many institutions. 


HOIT FROM CUSHING 


Yachts at anchor below the Miami skyline 


Birmingham Trust & Savings Company, Birmingham, Alabama 


Central Bank, Oakland, California 


GIANT 


Manufacturers and 
Traders Trust Com- 


pany, Buffalo, N. Y. 


HERE IN THE GREAT 
TRADE EMPIRE 
OF OAKLAND, we're building ships again! 


Plates are clanging. rivet guns are clattering, arcs are hissing on 
erection floors. Shiphitters, niggers, welders, machinists, caulkers, 


NIAGARA FRONTIER 


Gateway to most of 


cranemen are busy at their craft once more. 


glide a mighty freighter, quickly 

hirst full-size vessels to be built on 
America’s important mar- . 1. Their tonnage, 12,000 each, their 
length. 492 feet; their speed, 16°. knots. Of their $5,715,520 


cost, four-fifths will goto labor. .17 months’ work for an average 


kets, and provided with 


of 1.200 men in yard & shops, many another in outside industry 


outstanding banking ser- wached 


ch at wartime’s peak 
pyards with $2,000 men, once launched 


vices by our institution. crowded five gre 
six freighters on a single tide! 
Thus, again, Shupbusiding takes its rightful place 


among industries of Oakland s great trade area 


Manufacturers and 
Traders Trust 


Company 


BUFFALO NY 


and 49ch Serees 
Fruscvale Avenue and Bas: 14th Street 


ALVARADO IRVINGTON MARYSVILLE 


- 
Men and Business Find Success 
In Alabama 


Lower Living Costs 
Make Residence Desirable 


Long has Alabama been known for its enviable resources—its for 
ests, minera! deposits, fertile fields and waterways—but, still an. 
other definite asset exists 


Living costs i Alabama are lower than in most states of the 


Union. 


Judged by the national survey of living costs conducted by the 
Works Progress Administ which 1,430,000 price quota 
tions were taken, the cost g in two Alabama cities was 
considerably lower than the of 59 representative Americar 
cities included in the survey 


CLIMATE. 


Annual Mean Tempera 
ture 633 Degrees 


Taking living costs in Washington, D. C., as 100 percent. the re 
port pointed out that Birmingham was sixth from the lowest 
Mobile was the lowest. The 59 cities included in the nation 
bad survey are shown on the map above. 


LABOR Alabama's lower living costs—with its excellent transportation 
“8 facilities, abundant raw materials, unlimited power, favorat 
temperature, experienced labor, enviable market and dist 
location—commends this state to those seeking sites for f 
mercantile establishments, warehouses and branch office: 


BIRMINGHAM TRUST 
& SAVINGS COMPANY 


Founded 1887 


ant Supply of Pro 
Workers 


MARKETS 


Member Federal 
Reserve System 


Member Federal Deposit 
Live Within th Insurance Corporation 
Southern States ai 


CONTINUOUSLY SERVING OUR STATE AND SECTION FOR 31 YEARS 


NILES 
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Left, in the Carlsbad Caverns on the Federal reservation in New 
Mexico. Below, blast furnaces in the Birmingham steel area 


CUSHING 


American National Bank, Nashville, Tennessee ° 
THE BANK THAT Serves AND Satisfies MORE PEOPLE 


Partial tiew of Decatur business section: The thriving city of Decatur, Alabama, 
with 19,965 resident tn enter of the Tennessee Valley. Transporta- 


Atlantic National Bank, Jacksonville, Florida 


Subject to Exchange 
Fluctuation an 
American Dollar Is 
Worth Approximately: 


= Driving Forward with 


ons Tas DECATUR and MORGAN COUNTY, 


han ALABAMA 
THE PORT OF JACKSONVILLE 


2 
Dutch Gutlders 


6 
Polish Zloty 


25 
Portuguese Escudos 


4% 


Swiss Francs 


4 
Engitsh Shillings 


1 
Canadian Dollar 


is said to be ninth in importance on the entire Atlantic Seaboard. 
In 1938 imports were valued at $9,120,093 and consisted principally 
of petroleum products, fertilizer materials and creosote oil 

Exports last year were valued at $4,261,989 and consisted largely of 
rosin, lumber, turpentine and ground oyster shell 

The “Atlantic” offers complete facilities for serving this commerce. 
We issue commercial letters of credit and drafts in all recognized cur- 
rencies, payable anywhere in the world; discount documentary drafts; 
finance imports and exports; secure credit information for our custom- 
ers; and transact a well-rounded foreign business. 


The ATLANTI 


The key bank in any community 
realizes its privileges and obliga- 
tion of rendering a sound financial 
service to that community. 


Through cooperation with its corre- 
spondent bank in Decatur the 
American National Bank is proud 
of the opportunity to aid in the ad- 
vancement and progress of that 
city and its trade territory. 


Nashville is fortunate in that its 
trade area includes northern Ala- 
bama known as the Tennessee 
Valley. A key bank in the Central 
South, the American National Bank 
takes considerable pride in serving 
among its 69,267 accounts many im- 
portant banks in this progressive 
region as well as 68% of all banks 
in Tennessee. 


«AMERICAN NATIONAL BANK 


NASHVILLE 


Member Federal Deposit Insurance Corporation 


NATIONAL BANK 


=—_OF JACKSONVILLE 
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CHARTER MEMBER FEDERAL RESERVE SYSTEM 


MEMBER FREBERAL DEPOSIT URANCE COBFoORATION 
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SAWDERS FROM CUSHING PECKMAN FROM TRIANGLE 
The Governor’s Palace in the restored colonial town of A scene in picturesque Gloucester, Massachusetts, famous 
Williamsburg, Virginia fishing town 


Part of a herd of cattle on a ranch which borders the Pacific Ocean in California 
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In the Sun Valley of 

Idaho, where Winter sports 

enthusiasts find attrac- 

tions that rival those of 
Europe 


TRIANGLE 


The restoration of Spring 
Mill Village, Indiana, a 
hamlet originally con- 
structed a century and a 
quarter ago 


Wilson Dam, Muscle 

Shoals, one of the coun- 

try’s many awe-inspiring 
engineering feats 


_ 
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Independence Hall, Philadelphia Lincoln’s tomb, Springfield, Illinois 


In subsequent issues, BANKING will publish articles by various authorities on different aspects of the subject of travel and the part that banks 
can play in promoting travel to their respective localities. This is a year when the old slogan, “See America First’, will develop a new meaning 


The log cabin which was the North Dakota ranch home of Theodore Roosevelt in his western days. Now in Bismark, 
near the state capitol, the cabin was originally near Medora, in the Bad Lands 


CUSHING 
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“Know Your Money” 


The pictures on these pages are from the Hollywood production, 
Know Your Money, which is one of the two commercially produced 
films in the Secret Service program. Know Your Moneyis built around 
a counterfeit gang and the efforts of the Secret Service to capture 
them. Above, left, are two of the gang’s technicians conferring with 
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HE Secret Service of the Treasury 

Department is embarking on a pro- 
gram of moving pictures for the purpose of 
educating the public in counterfeit detec- 
tion. This plan has grown out of recent 
efforts of the Service, through talks and 
demonstrations throughout the country, 
to make the public wary of spurious 
money, and this film phase, it is antici- 
pated, will continue for a period of five 
years. 

A two-reel film has been produced by 
the Secret Service itself, showing how 
counterfeiters and their Federal opponents 
work, how to detect defects in bogus cur- 
rency, etc. It is aimed principally at high 
school students as the chief handlers of 
money in the near future. As part of the 
showing of this film, essay contests will be 
sponsored, and, it is hoped, banks and 
banking organizations will take part in 
this effort. 

A second film has been produced by 
Metro-Goldwyn-Mayer, entitled Know 
Your Money, which is also the slogan of 
the whole Secret Service campaign. A 
third film has been produced by Columbia. 


their chief and, right, a young counterfeit passer putting a note in 
circulation in a drug store, where the unsuspecting druggist is giving 
him good money for bad. Below, left, a Secret Service operative, is 
surrounded by the gang who learn his identity when he attempts to 
obtain information by a ruse, and right, two other gang employees. 
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Above, one of the counterfeiters’ women employees at work in a 

store, where she has given the salesgirl a large bill for a small pur- 

chase. Left, after the final raid, when the local police and Secret 
Service agents find the necessary evidence 


Above, two of the expert technicians employed by the counterfeiters—the 
engraver examining a bill and, right, with the press operator 


Below, a gang member with a helpful taxi driver, and the round-up 
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The Auditor... 


ever watchful 
guardian 


of your 


bank’s interests 


UPERVISING and periodically checking 

systems and records... responsible for the 
proper functioning of operating employees... 
expert in detecting and overcoming irregulari- 
ties—the auditor is an ever watchful guardian 
of your bank’s interests. 

But it is, of course, physically impossible for 
him to witness the handling of all transactions. 
And so, in a steadily growing number of pro- 
gressive banks, he depends upon Recordak for 
the swift, faithful recording of checks, de- 
posits, statements, notes, stock certificates, and 
every other form received and entered on the 
bank’s books. 


Recordak records are accurate and complete 
as only photographic records can be... they 
are retained in alteration-proof, extraction- 
proof, and substitution-proof form ...and be- 
cause they provide an incomparable audit in 
themselves, they represent an invaluable asset 
to the auditor or to the present auditing system. 

Not only can your bank enjoy the unquestion- 
able safeguards made possible by photographic 
records, but also the maximum operating effi- 
ciency and economy of Recordak Photographic 
Systems—and at no capital outlay. Recordak 
Corporation (Subsidiary of Eastman Kodak 
Company), 350 Madison Ave., New York, N.Y. 


Bank Model Recordak. Rental 
$25 per month. For speeding 
up the transit operations and 
for photographing paid checks 
for the protection of banks and 
depositors. 


Reversible Recordak. Rental 
$30 per month. Photographs 
both sides of checks and larger 
bank forms at a single opera- 
tion—and does this at light- 
ning speed. 


Recordak Junior. Rental $12.50 
per month. For smaller banks, 

and special departments of 
large banks (tellers’ cages, safe 
deposit vaults, trust and filing 
departments, etc.). 


Commercial Recordak. Rental 
$30 per month. For photo- 
graphing all bank forms. 
Widely used for the Recordak 
system of single posting and 
other specialized applications. 
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ankers wisely place vaults where customers can see them, knowing how well 
these massive fixtures reflect the safety and permanence of their institutions. And when it comes 


to checks and other negotiable instruments more than 75% of the nation’s largest banks (as well as 


outstanding business organizations from coast to coast) are today specifying ‘La Monte Safety 


Papers” for the protection they offer and the customer-satisfaction and good-will they generate. 


George La Monte & Son, Nutley, New Jersey. 
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GENERAL LEDGER 


Simplified Forms 


Save Time and Money 


The following outline on General Ledger procedure is based, 
in part, on the A. B. A. Commercial Bank Management 
Booklet No. 20 on Standardization of Bank General Ledger 
Accounts and Statements of Condition and Operation. A 
copy of this booklet may be obtained for 25 cents from the Bank 
Management Commission, American Bankers Association, 
22 East 40th Street, New York, N. Y. It is recommended that 
a copy of this booklet be obtained and read in conjunction with 
the following outline. 


Tue functions of the General Ledger are: 

1. To provide, in summary form, a record of changes in 
the bank’s financial status. 

2. To provide control accounts for the detailed records 
maintained by the various operating units of the bank 
(bookkeeping, loans and discounts, etc.). 

3. To provide a basis for statements of condition and 
operation for: 

(a) The bank’s management 
(b) Supervisory authorities 
(c) Stockholders and the public 


General Ledger Postings 


Unoer the system of central control through proof and 
transit outlined herein, the General Ledger bookkeeper will 
receive his entries in the form of: 

1. General Ledger debit and credit tickets from proof 
and transit 

2. Departmental settlement sheets 

The General Ledger bookkeeper proves his entries, as follows: 

1. Lists General Ledger debit tickets received from proof 
and transit, and proves total against figure opposite 
“General Ledger” caption on proof and transit settle- 
ment sheet. 

2. Lists General Ledger credit tickets received from 
proof and transit, and proves total against figure 
opposite “General Ledger” caption on proof and 
transit settlement sheet. 

3. Cross-checks interdepartmental transfers shown on 
departmental settlement sheets to eliminate these items 
from consideration for General Ledger purposes. 

4. Lists separate debit totals, from departmental settle- 
ment sheets, for: 

(a) “Difference Account” 
(b) “Cash Balance Today” 

5. Lists separate credit totals, from departmental settle- 

ment sheets, for: 
(a) “Difference Account” 
(b) “Cash Balance Forward” (previous day’s cash) 

6. Recaps total debits obtained in Steps 1 and 4 above 
plus debit to “Individual Ledgers” shown on proof 
and transit settlement sheet, and proves total thereof 
with a recap of total credits obtained in Steps 2 and 
5 above plus credit to “Individual Ledgers” shown on 
proof and transit settlement sheet. 

(Note: The sheet on which the above “ proof” is made should be 
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filed with the departmental settlement sheets and General 
Ledger debit and credit tickets as the bank’s journal for the day. 
“Cash Items” shown on the back of the departmental settlement 
sheets should also be listed on the “proof” sheet, inasmuch as 
the total of these items will be shown as a “memo” on the daily 
statement.) 


Posting procedure consists of: 
(a) Posting the General Ledger debit and credit tickets 
to the General Ledger accounts affected. 
(b) Posting to General Ledger account “Cash on Hand”: 
1. Debit—Total of “Cash Balance Today” from 


“proof” sheet (Step 4—Proof of General Ledger 
debits and credits). 


2. Credit—Total of “Cash Balance Forward” from 


“proof” sheet (Step 5—Proof of General Ledger 
debits and credits). 


(c) Posting to General Ledger account “ Difference 
Account”’: 
1. Debit—Total of “Difference Account” debits from 


“proof” sheet (Step 4—Proof of General Ledger 
debits and credits). 


2. Credit—Total of “ Difference Account” credits from 


“proof” sheet (Step 5—Proof of General Ledger 
debits and credits). 


(d) Posting debit and credit to “Individual Ledgers” 
from proof and transit settlement sheet. 


Chart of General Ledger Accounts 


Generar LEDGER accounts may be kept a cash, semi- 
accrual, or accrual basis. It is recognized that a truer state- 
ment of income and expense can be made if the books are 
kept on an “accrual” basis—either (1) by monthly accruals 
or (2) by accruals at the end of each six months’ period. 
In the subsequent sections of this study and in the chart of 
General Ledger accounts shown here, provision is made for 
keeping the income and expense accounts on a “cash” basis, 
in accordance with prevailing practice. Any bank desiring to 
keep its income and expense accounts on an “accrual” basis 
can make such modifications of procedure and of accounts 
as are necessary. 


DISCUSSION INVITED 


Tue publication of this material each month is 
for the purpose of stimulating nationwide dis- 
cussion on the vital question of simplified forms. 
The work is experimental and exploratory. 

The forms and discussion presented here are 
taken from a study by the Virginia Bankers Asso- 
ciation, under the direction of Louis Bishop, as 
were forms and text in BANKING’S January issue 
when this forum began. Similar material will be 
published in subsequent issues. 
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. FORMS 


of condition, as revised in December 1938. 


ASSETS 
LOANS AND DISCOUNTS 
Time loans 
Demand loans 
Monthly payment loans 


F.H.A. Title I Loans 

F.H.A. Title IT Loans 
SECURITIES 

Bond account 

Federal Reserve stock and other securities 
CASH AND DUE FROM BANKS 

Clearinghouse exchanges 

Due from Federal Reserve bank—deferred account 

Due from X bank 

Due from Y bank 

Due from Z bank 

Due from X bank—time account 

Cash on hand 

Due from Federal Reserve bank—reserve account 
PROPERTIES AND EQUIPMENT 

Bank premises 

Furniture and equipment 

Other real estate 
CONTRA ITEMS 

Securities borrowed, and customers’ liability under ac- 

ceptances and letters of credit 

MISCELLANEOUS 

Difference account 

Advances to trusts 
(Note: It will be observed that no provision is made above for 
General Ledger accounts for “cash items” or for “‘over- 
drafts”. As outlined under “General Ledger Postings”, the 

. total of “cash items” will be obtained daily from the depart- 

mental settlement sheets, and this total noted as a memo on the 
daily statement. Similarly, the total of overdrafts will be shown 
on a daily list furnished by the bookkeeping department; the 
total of “overdrafts” should also be shown as a memo on the 
daily statement.) 


LIABILITIES AND CAPITAL ACCOUNTS 


DEMAND DEPOSITS 
Individual ledgers 
Demand certificates of deposit 
Dormant accounts—demand 
Trust deposits 
U. S. war loan and U. S. Government deposits 
Due to A bank 
Due to B bank 
Official checks outstanding (cashier’s, dividend, Christmas 
savings, etc.) 
Certified checks outstanding 
Due to Federal Reserve bank—transit account 
TIME DEPOSITS 
Savings deposits 
Dormant accounts—savings 
Time certificates of deposit 
Christmas savings 
Time deposit—open accounts 
BILLS PAYABLE AND REDISCOUNTS 
Bills payable and rediscounts 
CONTRA ITEMS 
Bank’s liability for securities borrowed, acceptances, and 
letters of credit 
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The order of General Ledger accounts as shown below 
follows, in general, the order of items used in the call report 


MISCELLANEOUS 
Dividends declared but unpaid 
Reserve for unearned discount 
Escrow deposits—F.H.A. Title IT 
CAPITAL ACCOUNTS 
Preferred stock, capital notes or debentures 
Common stock 
Surplus 


Undivided profits 

Operating income—current period 
Operating expenses—current period 
Recoveries and profits—current period 
Losses and depreciation—current period 


CONTROL 
ACCOUNTS— 
(see below) 


Retirement fund—preferred, capital notes and debentures 
Reserve for contingencies 
Reserve for losses—loans 


Subsidiary Records—Income and Expense 


I; will be observed that provision is made in the General 
Ledger for five accounts relating to undivided profits: 

Undivided profits 

Operating income—current period 

Operating expenses—current period 

Recoveries and profits—current period 

Losses and depreciation—current period 

The undivided profits account is the account to which the 
other four accounts will be closed at the end of each six 
months’ period; during each ensuing six months’ period, 
however, the balance in this account will represent the 
balance of undivided profits, as shown on the statement of 
condition as of the end of the previous six months’ period. 

The four “current period” accounts in the General Ledger 
are*control accounts to which the subsidiary or detail ac- 
counts should balance. These subsidiary accounts are 
listed below: 


OPERATING INCOME—CURRENT PERIOD 


Interest—time loans 

Interest—demand loans 

Interest—monthly payment loans 

Interest—F.H.A. Title I Loans 

Interest—F.H.A. Title II Loans 

Interest—securities 

Amortization—securities 

Dividends—Federal Reserve stock and other securities 

Collection charges, commissions, fees, safe deposit 
charges, etc. 

Trust fees 

Service charges 

Rent received—bank premises and other real estate 

Other current earnings 


OPERATING EXPENSES—CURRENT PERIOD 


Salaries—officers 

Salaries—employees 

Directors’ fees 

Interest—savings and time deposits 

Interest and discount on borrowed money 

Real estate taxes 

Other taxes 

F.D.LC. assessment 

General expenses (detailed breakdown kept on columnar 
ledger sheet or in “expense book”’) 
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. FORMS 
(a) Stationery—printing and supplies RECOVERIES AND PROFITS—CURRENT PERIOD 


(b) Postage Recoveries on loans 

(c) Telephone and telegraph Non-taxable recoveries—securities 

(d) Insurance and surety bonds Taxable recoveries—securities 

(e) Advertising and publicity Other recoveries (previous losses a/c cash items, bad 


checks, forgeries, overdrafts, etc., tax refunds, etc.) 
g ues and members. Ips 


(h) Travel and entertainment LOSSES AND DEPRECIATION—CURRENT PERIOD 


(i) Rent—bank premises Losses or provision for losses on loans 
(j) Repairs and maintenance Non-allowable charge-offs—securities 
(k) Legal and professional fees Allowable charge-offs—securities 
~~ (1) Bank examinations Depreciation—bank premises, furniture, equipment 
Pp 
) (m) Expense—other real estate Miscellaneous charge-offs and losses (cash items, bad 
(n) Miscellaneous checks, forgeries, overdrafts, etc.) 
tures 
DAILY STATEMENT 
THE BLANK BANK, BLANKVILLE, VA. 
RESOURCES LIABILITIES 
eral ACCOUNT AMOUNT ACCOUNT AMOUNT 
Left, the daily statement form suggested by the Virginia 
Indiv. D d D 
Time Loans hen Deposits | Bankers Association. Actual size, 844” x The vertical 
ae aie S spacing between items should correspond to adding machine 
F.H. A. No. 1 Loans spacing 
F. H. A. No. 2 Loans Off. & Ctfd. Cks., Transit 
TOTAL LOANS 
TOTAL DEMAND DEPOSITS 
the Bond Account 
F. R. Stock & Other Sec. Savings Deposits 
Time Ctfs. of Deposit 
iod, TOTAL SECURITIES Xmas Savings 
the —_————— Time Deposits—Open Accts. 
t of TOTAL TIME DEPOSITS 
0 Clearing House Exchenges 1 
iod Due from F.R.B. — Deferred | 
‘ Due from X Bank TOTAL DEPOSITS 
lger Due from Y Bank 
Due from Z Bank 
ac- BILLS PAY. & REDISCOUNTS 
are MISCELLANEOUS 
Due from X Bank—Time CAPITAL STOCK & SURPLUS 
Cash on Ha 
Due from F.R.B.—Reserve | Operating Income 
Operating Expense 
TOTAL CASH Net Current Earnings 
—_—_—_———| Recoveries and Profits 
Losses and Depreciation 
Bal. Undiv. Pfts. Dec.—Jun. 
PROPERTIES & EQUIPMENT | 
BAL. UNDIV. PFTS. TODAY | 
RESERVES 
MISCELLANEOUS 
TOTALS TOTALS 
sit 
— TEMS $ Below, the top of the general ledger sheet. Actual size of 
; entire sheet, 914” x 1174”. 
NAME OF ACCOUNT 
are | ITEMS beers creprrs eatance_| | 
jar 
iG 
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Deduction for Loss on Real Estate 


N a recent opinion—GCM 21497—the General Counsel 
of the Bureau of Internal Revenue states that banks, 
mortgage finance companies and building and loan asso- 

ciations, when selling real estate acquired by foreclosure 
proceedings, are disposing of property held “primarily for 
sale to customers in the ordinary course of trade or business”’ 
as defined in Section 117 (d) and are not thereby disposing of 
capital assets. Hence the $2,000 limitation prescribed by that 
section, covering capital assets, is not applicable to a sale or 
exchange of real estate so acquired by financial institutions. 

In both the 1934 Act and the 1936 Act, Section 117 ex- 
cludes from capital assets “property held primarily for sale 
to customers.” 

It was recognized by the General Counsel that in lending 
money on real estate it would necessarily follow that land 
would be taken on debt when principal or interest payments 
were in default and that, when foreclosure occurred, the 
property would have been acquired and held primarily for 
sale. A sale by a bank of real estate under these circum- 
stances is comparable to a sale by a merchant of inventoried 
merchandise to a customer. 

The ruling applies specifically to all years beginning with 
1934 and by inference to years prior to 1934. Any bank that 
has incurred loss in excess of $2,000 from the sale of one or 
more pieces of foreclosed real estate and has been limited to 
deduction of $2,000 on the tax return should file claims for 
refund if Federal income tax has been paid, because of such 
limitation, within the past three years. 


Federal Social Security Taxes 


N January 1, 1940, all national banks and other Federal 
Reserve System members, became subject to the 
Federal old age benefit tax (now designated Federal insur- 
ance contributions) and, where there are eight or more 
employees, to the Federal unemployment tax. For purposes 
of the unemployment tax, in determining the number em- 
ployed in smaller banks, the president, if inactive, and an 
inactive vice-president, if there is no active vice-presi- 
dent, are to be included, even though they receive no 
compensation. 
These requirements should be complied with now by all 
members of the Federal Reserve System: 


1. Any bank that has not heretofore filed its Employer’s Application 
for Identification Number should do so at once. The form to be used 
is SS-4 and is to be filed in duplicate with the field office of the Social 
Security Board or with the Collector of Internal Revenue. Keep a 
triplicate. If this application has been previously filed, say in 1936, it 
would be well to inquire whether the number issued has been canceled 
by the Board. 

2. Every bank employee, including those above 65 years of age, 
should file Application for Account Number on form SS-S5, if not 
previously filed. This is to be filed with either the Board or the 
Collector. 


On pay days subsequent to January 1, 1940, covering the 
period from that date, and on every pay day thereafter, 
1 per cent of the salary, up to $3,000 annually, of every 
officer and employee must be withheld by the bank and 
credited to a reserve account entitled “Old Age Benefit Tax 
Reserve”, or some similar name. The amount thus accumu- 
lated will be reported on form SS-ia and remitted to the 
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Some Federal Tax Rulings 


Collector of Internal Revenue, together with an additional 
1 per cent contributed by the bank. This report will be made 
for the quarter ending March 31 and each three months 
thereafter and is to be filed within 30 days after the close 
of the quarter. It will show the employee’s name and 
account number and it is important that both be shown. 

The bank should make certain that a copy of each of these 
returns is retained in the permanent files. Where the monthly 
salary is more than $250, tax is to be withheld on the full 
amount paid, up to $3,000. If the salary is $6,000 the tax 
will have been paid at the end of the first six months. 

The Federal unemployment provision, where national or 
other member banks are subject thereto by reason of having 
eight or more employees, with a tax rate of 3 per cent, is an 
annual return—form 940—the first to be filed by January 
31, 1941, covering the 1940 calendar year. 

For 1940 and thereafter, salaries paid by either national or 
state banks to individuals in excess of $3,000 annually are 
exempt from this 3 per cent Federal levy. Where banks are 
subject to or have voluntarily assumed the payment of the 
local state unemployment tax, credit may be claimed up to 
90 per cent of the Federal tax. 

State banks, not members of the Federal Reserve System, 
have been subject to these requirements since the beginning 
of 1937 and will continue to be as before. 


Capital Gains and Losses 


IHERE is confusion in the minds of some as to the effec- 

tive date of the changes in the Capital Gains and Losses 
sections, brought about by the adoption of the 1939 Act. 
The new provisions apply first in 1940—that is, to the calen- 
dar year 1940 or fiscal year beginning in 1940. As stated in 
GCM 21497, reviewed above, the sale of real estate by 
banks at a loss (which had been acquired on debt) may now 
be deducted in full. The 1939 return is the first in which 
this ruling applies in the preparation of the original return. 
On sales of real estate that had been purchased and later 
sold at a loss the $2,000 limitation of deductible loss is fully 
effective for 1939. In the sale of bonds or other evidences of 
indebtedness at a loss, banks will again be subject in 1939 
to two contrasting provisions, as in prior years. If bonds 
were bought by a bank at par and sold at a loss, the $2,000 
limitation of deductible loss does not apply. On those bonds 
purchased above par and sold or redeemed at par or above, 
at a loss, such loss will be subject to the $2,000 limit. Where 
bonds were acquired above par and disposed of below par the 
deductible loss, represented by the premium above par, is 
limited to $2,000, while the amount of the loss from par 
down to the sale price is free from limitation. To illustrate: 
Bonds were bought by a bank at 102 and sold at 98. As in 
prior years, the bank is limited on the 1939 return to $2,000 
in claiming deduction for the aggregate loss represented by 
the 2-point drop from 102 to 100, but may deduct the total 
loss represented by the decline from 100 to 98. 

This provision of the law, applying only to banks where a 
substantial portion of the business is the receipt of deposits, 
found in Section 117 (d) of the 1938 Act, was first in effect 
for 1934. It will not be found in the 1939 Revenue Act. 

Beginning with 1940 banks and other corporations will 
be subject to the same requirements that have applied to in- 
dividuals for the past several years.—THEOpoRE S. CaDY 
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The New Protest Practice 


ing profession today, there was adopted a universal 

custom of protesting all checks in excess of $10.01 
which had been dishonored because of non-payment regard- 
less of whether protest was legally required or not. 

The Negotiable Instruments Law was written and adopted 
in 1897 by several states and subsequently adopted by all 
states throughout the nation. At that time there was a dis- 
tinction made between inland and foreign bills of exchange. 
The law states that an inland bill of exchange is one which 
purports on its face to be both drawn and payable in the 
same state. It further states that if the bill purports on its 
face to be drawn in one state or one country and to be pay- 
able in another state or country, it is a foreign bill of ex- 
change. 

The distinction between foreign and inland bills of ex- 
change is that in the case of foreign bills of exchange it is 
mandatory that they be protested on the day of dishonor in 
order to hold parties secondarily liable. Such is not the case 
with inland bills. All that is required is that a notice of dis- 
honor be immediately given to such parties. 

An analysis made some time ago by one of the large banks 
in our country indicated that 99 per cent of the checks which 
are drawn are inland bills of exchange. In respect to this 
large volume of checks it is pointed out that as far as the law 
is concerned it is not legally necessary to protest when such 
items are dishonored. 

As previously stated, the protesting of inland checks has 
been in effect for many years and we have not any record of 
the reasoning that gave rise to its adoption. However, know- 
ing the operation of our banking system, we know that in- 
variably a depositor maintaining an account in a bank where 
he is a resident or his place of business is situated, indicates 
this town or city in the drawing of his check, thereby making 
it an inland bill. However, in many instances fie uses this 
check as a means of discharging his obligations outside the 
state where he is located, and while the law treats such a bill 
as an inland bill, in essence it has taken the status of a for- 
eign bill of exchange. Therefore, the banks and clearing 
houses throughout the country have generally treated such 
items as protestable when they contained an out-of-town 
endorsement. 

Banks, in sending such checks to other correspondent 
banks for the purpose of collection and payment, have placed 
their bank stamp endorsement thereon and in such cases no 
difficulty has ever arisen regarding the protesting of such 
checks, since they clearly bear an out-of-town bank endorse- 
ment. In the case of large corporations doing a nationwide 
business, and having deposit accounts in banks located in 
cities outside of their head office, they concentrate with 
their out-of-town bank the collection of checks received in 
settlement of obligations due them. For example, the X 
Corporation in Chicago, Illinois, will send to Y Bank in New 
York, for collection and payment, all checks received which 
are drawn and payable in New York. Naturally, they en- 
dorse such checks over to the New York bank. In transac- 
tions of this character, there is no plain indication of an out- 
of-town endorsement as in transactions where the checks are 
received in the New York banks from out-of-town corre- 
spondent banks. The results of talking with several notaries 
public in New York, as to whether or not such checks ema- 


Mice: years ago, and it antedates all of us in the bank- 
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nating from the X Corporation directly to the Y Bank are 
protested, would indicate that they are not. This seems para- 
doxical in the application of the rule of protesting inland 
bills bearing an out-of-town endorsement. It is not so, how- 
ever, when one understands the-reasons for it. 

It does not follow that because the X Corporation of Chi- 
cago has endorsed this item over to New York that it actu- 
ally has in all cases been sent from Chicago to New York, 
since frequently the New York offices of the X Corporation 
in Chicago will receive these checks and endorse them with 
the head office endorsement stamp and deposit them in the 
New York bank. Therefore, while this instrument actually 
bears an out-of-town endorsement, in reality it has been en- 
dorsed inland. The notary also realizes that since a notice to 
the endorser is all that is legally required, there is no legal 
risk involved in adopting the general rule of not protesting 
checks which bear an out-of-town endorsement other than an 
out-of-town bank endorsement. 


REASONS FOR THE CHANGE 


WITH this background we shall discuss the raising of the 
amount of all items which through rule or custom are subject 
to protest from the amount of $10.01 to $50.01 effective Jan- 
uary 2, 1940. This increase has been universally adopted 
with few exceptions by all banks throughout the country, 
including the Federal Reserve System. Why was it adopted? 
Because it was realized first that practically all such instru- 
ments legally did not require protest and secondly that re- 
search has indicated that such checks of $50 and under 
seldom are subject to litigation in the courts, and that pro- 
testing smaller items was simply a convenient method of 
proving dishonor. The study also reveals that through the 
elimination of the protesting of these small items individu- 
als, firms and corporations who are depositors will save 
thousands of dollars annually, since more than 50 per cent of 
all items protested are between $10.01 and $50. 

It was also realized that, should one of these small checks 
become involved in litigation in the courts, the attorneys re- 
quiring evidence of presentation and proof that notice of 
dishonor has been sent will be able to obtain this informa- 
tion from the records of the bank, since the bank has to 
maintain a record indicating either the debit to the remitting 
bank’s account under advice, or the instant return of the 
item. 

A few of the banks have opposed increasing the minimum 
amount of items subject to protest from $10.01 to $50.01 
on the basis that it will result in an increased number of 
checks drawn against insufficient balances. Allowing that at 
the start of this new regulation this happens, the banks can 
readily stop the practice in one of two ways, either debiting 
its depositor’s account an amount sufficient to offset the cost 
of returning checks for “‘Not sufficient funds” or “ Uncol- 
lected funds”, or by requesting the depositor to close his 
account. 

Banks may be assured of increased good will of their de- 
positors in due time, since in adopting the new protest prac- 
tice they not only are eliminating needless expense but also 
are stopping the annoyance which the protesting of these 
small checks causes the depositors. 

It is, therefore, felt that banks have acted wisely in adopt- 
ing this change. 
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A.B.A. Research Program Adds New Men to Staff 


Ernest M. Fisher 


Who They Are 


On this page are brief 
sketches of the men who are 


to direct the enlarged activi- 
ties of the American Bankers 
Association, described by 
President Hanes on page 19. 


Fisher Versed in 
Realty Problems 
Directed FHA 


Economics Division 


The new Department of 
Mortgage Loan Research is 
under Dr. Ernest M. Fisher. 

Dr. Fisher, who has been 
director of the Division of 
Economics and Statistics of the 
Federal Housing Administra- 
tion and economic adviser for 
the FHA, has served on the 


savings banking faculty of The 
Graduate School of Banking. 
Active in educational work 
for several years, Dr. Fisher 
was formerly director of educa- 
tion and research for the Na- 


tional Association of Real 
Estate Boards. He taught real 
estate management at the 
School of Business Administra- 
tion, University of Michigan. 

Later, Dr. Fisher became spe- 
cial consultant to the Depart- 
ment of Commerce in connec- 
tion with the financial survey 
of urban housing and the real 
property inventory. 

He is the author of “Ad- | 
vanced Principles of Real Es- 
tate Practice’ and has written 
on land economics and housing. 
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Walter B. French 


French Is Skilled 


In Small Loans 


Attended Graduate 
School of Banking 


Walter B. French, Deputy 
Manager in charge of the Con- 
sumer Credit Department, has 
been vice-president of the Trust 
Company of New Jersey, Jersey 
City. 

Mr. French is an authority 
on consumer credit in banks. 
He is a graduate of New York 
Chapter, American Institute 
of Banking, and of The Gradu- 
ate School of Banking con- 
ducted by the American Bank- 
ers Association. For his gradu- 
ation from that institution in 
1938 he wrote a thesis on 
‘Small Loans—An Investment 
for Banks,”’ which has become 
a nationally recognized work in 
the consumer credit field, has 
been published in book form 
and has had a wide sale. 

Mr. French was associated 
with the Trust Company of 
New Jersey for 12 years. His 
banking career began in the 
First National Bank of Jersey 
City, where he was employed 
from 1913 to 1917. In 1918 and 
1919 he was over-seas with the 
U. S. marines in the Second 
Division, A.E.F. Upon his re- 
turn in 1919 he became a teller 
in the National City Bank of 
New York. 

In 1924 he became cashier 
of the Merchants National 


Bank of Jersey City and when | 
| County National Bank. He be- 
with the Hudson County Na- | 


that institution was merged 


tional Bank in 1927, he was 
appointed assistant to the 


| vice-president of the 
| Credit Administration at Louis- 


A. G. Brown 


Brown Familiar 


WithFarmCredit 
Has Headed Three 


Federal Agencies 


A. G. Brown, new Deputy 
Manager of the American Bank- 
ers Association in charge of the 
Agricultural Credit Depart- 
ment, has had an extensive 
banking career. Upon gradua- 
tion from Northwestern Uni- 
versity in 1912 he became 
cashier of the First National 
Bank, Willisville, Ill. From 
1913 he was president of the 
First National Bank, Dieterich, 
Ill., and frém 1917 to 1930 
president of the First National 
Bank, Greencastle, Ind. In the 
year 1928-1929 he was presi- 
dent of the Indiana Bankers 
Association. 

From 1930 to 1935 Mr. 
Brown was president of the 
Federal Land Bank of Louis- 
ville and president of the Fed- 
eral Intermediate Credit Bank 
of Louisville and executive 
Farm 


ville. 

In 1935 he became president 
of the Ohio Citizens Trust 
Company, Toledo, O. 

Mr. Brown served as a mem- 
ber of the A.B.A. Committee 
on Banking Studies in 1936 
and as a member of the A.B.A. 
Executive Council in the year 
1929-1930. 


president of 


the Hudson 
came vice-president of the 
Trust Company of New Jersey 
in 1928. 


Paul F. Cadman 


Cadman on Staff 


As Economist 


Coast Man Has 
Taught at U. of C. 


Dr. Paul F. Cadman of San 
Francisco became economist of 
the American Bankers Asso- 
ciation on Feb. 1. 

Dr. Cadman is a graduate of 
the University of California, 
from which he received his 
B.A. degree in 1915. He served 
with the Volunteer American 
Ambulance Service in France 
during 1916 and was a captain 
of field artillery in the Second 
Division, A.E.F. 

He remained in France for 
study after the war and re- 
ceived the degree of Doctor of 
Laws from the University of 
Paris in 1922. 

Dr. Cadman returned to the 
University of California in 1923 
as professor of economics, hold- 
ing that chair until 1929. From 
1929 to 1933 he was executive 
secretary of the San Francisco 
Stock Exchange. From 1933 to 
1935 he was again on the fac- 
ulty of the university, this 
time as professor of corporation 
finance and investments. From 
1936 to the present he has been 
president of the American Re- 
search Foundation in San 
Francisco. 

He has been a member of the 
faculty of San Francisco Chap- 
ter of the American Institute 
of Banking, teaching econom- 
ics. 

Dr. Cadman also lectured at 
The Graduate School of Bank- 
ing session at Rutgers Univer- 
sity last Summer. 
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1 mr. Jones gets a loan. He’s promised to pay 
but you need a ledger record to assure payment. 
Kolectrol supplies ledger, automatic due date 
tickler, automatic arrears file and automatic collec- 
tion follow-up — all in a single record! 


3 Mr. Jones needs reminders of his promise to pay 
promptly when delinquent. National statistics average 
4 and % collection notices per instalment account. 
Colvelopes are the least expensive, most effective 
delinquent notices yet developed. Colvelopes com- 
bine printed notice, outgoing envelopes, and 
pre-addressed return envelopes—all in a single 
unit. Colvelopes save 50% in postage. 
They eliminate 95% of collec- 
tion detail! 


REMINGTON RAND INC. 
Dept. B 140, Buffalo, New York 
Gentlemen: 

Please send me at once, without cost or 
obligation, Management Controller * 590 
fully describing the operation of the Cleve- 
land Trust Company’s Kolectrol System of 
Personal Loan accounting. 


Name 


Bank 


City & State 


February 1940 


pon! 
ES MEN,LIVE BY... 


2 mr. Jones promised to pay on time. Instal- 


velopes make it easy for him to pay you first. 
Instalvelopes combine customers’ pay- 
ment record, bank posting coupons, pre- 
addressed return envelopes, plus 
advertising — all in a single 
coupon book. 


Consumer credit is one of the most important sources of in- 
creased bank earnings today, providing 1) that average care 
is given the granting of loans, 2) that record keeping systems 
are efficient, and 3) that collection effort is regimented to re- 
duce delinquencies and bad debt losses. 


TRIPLE SAVINGS 


The Kolectrol system, as used today by prominent banks ev- 
erywhere, warrants profitable returns for all banks contem- 
plating, or now operating, consumer credit departments. 


The triple savings of the Kolectrol system accrue from the 
Kolectrol visible ledger, Instalvelopes, and Colvelopes. 


Write today for the true story of how the Cleveland Trust 
Company installed Kolectrol at the inception of their per- 
sonal loan department. It grew from 1500 accounts to 15,000 
accounts in six months. Kolectrol is so flexible that expansion 
is natural — without upsetting routine or the arrangement of 
existing accounts. Send the coupon at the left today. You'll 
be fascinated by the simplicity and profit possibilities of 
Kolectrol. 


Remington Rand Inc. 


BANK DEPARTMENT 


BUFFALO, NEW YORK 
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at New York and Denver Meetings 


Two more regional conferences on the theme “ Banking’s Part 
in Business Development” are being arranged by Robert M. 
Hanes, President of the American Bankers Association. One 
takes place in New York, Mar. 6-8, and will cover savings as 
well as commercial banking. The other is scheduled for Denver, 


Mar. 21-22. 


Headed by President Hanes, the list of speakers at both con- 
ferences includes experts in virtually every phase of banking, 
and large registrations are anticipated. 


New York Program 


The New York conference at 
the. Waldorf-Astoria is to fea- 
ture a number of panel sessions 
at which special problems will 
be considered. This method has 
proved very satisfactory at 
past gatherings of bankers, in- 
asmuch as it combines infor- 
mality with intensive discus- 
sion of a problem by a number 
of specially qualified speakers. 
Active participation by the 
audience is encouraged. 

Although the program has 
not yet been completed, it is 
possible to present it in out- 
line. At the first general ses- 
sion, called to order by Presi- 
dent Hanes, the conference 
theme will be discussed to set 
the keynote. This is “Know 
Your Bank”’ year in the Asso- 
ciation, and that aspect of 
banking will be emphasized. 

The afternoon of March 6 is 
being given over to round ta- 
bles which will cover the credit 
problems of commercial banks 
(including term loans and com- 
mercial loans) and various as- 
pects of savings banking. That 
evening there is to be a session 
on public relations and bank- 
ing education. 

The forenoon general session 
of March 7 includes discussions 
of commercial and savings 
banks’ investment problems, 
and the educational value of 
savings. That afternoon a 
round table conference on the 
operating problems of commer- 
cial banks will cover simplifica- 
tion of forms, and real estate. 

Simultaneously, the savings 
bankers will have a round table 
embracing a discussion of real 
estate mortgages and a school 
savings forum, while the eve- 
ning is featured by an eco- 
nomics seminar. 

The morning of March 8isde- 
voted to round table meetings. 
They cover the new services of 
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commercial banks and the vari- 
ous problems of savings banks. 
Collateral loans on life insur- 
ance, insurance in a savings 
program, the costs of school 
savings departments, and the 
services and earnings of coun- 
try banks are among the spe- 
cial topics to be considered at 
the two sessions. 

The conference concludes at 
noon on March 8 with a 
luncheon at which President 
Hanes will preside. 


Denver Program 


Details of the Denver con- 
ference at the Shirley-Savoy 
have been announced by Presi- 
dent Hanes. The program: 

March 21, A.M., “ Banking’s 
Part in Business Develop- 
ment,” Grover E. Totten, pres- 
ident, Colorado Bankers As- 
sociation, vice-president, Cen- 
tral Savings Bank and Trust 
Company, Denver; “Know 
Your Bank,” William A. Mc- 
Donnell, executive vice-presi- 
dent, Commercial National 
Bank, Little Rock, Ark.; “‘ Ed- 
ucational Display of Bank 
Service and Equipment,” Wil- 
liam T. Wilson, Director, Pub- 
lic Relations Council, Ameri- 
can Bankers Association. 

March 21, 2:15 P.M., “‘Ave- 
nues of Earnings Open to Rural 
Bankers,”’ K. J. McDonald, 
president, Iowa Trust & Sav- 
ings Bank, Estherville, Iowa; 
“Tnfluence of Bank Contacts,” 
W. Z. Hayes, active vice-presi- 
dent, Republic National Bank, 
Dallas; “‘ Research and Analy- 
sis as an Aid to Bank Manage- 
ment,’”’ Maurice L. Breiden- 
thal, president, Security Na- 
tional Bank, Kansas City, Kan. 

March 21, 8:00 P.M., public 
relations forum. 

March 22, A.M., “‘ Meeting 
Bank Competition,” Harry A. 
Bryant, president, Parsons 
(Kans.) Commercial Bank; 


Bank Conferences Arranged for East and West 


Big Programs Planned for Bankers 


Trust Division to Hear Many Speakers 


at Its 21st Mid-Winter Conference 


An unusually varied and 
practical program has been 
planned for the 21st Mid-Win- 
ter Trust Conference of the 
A.B.A. Trust Division at the 
Waldorf-Astoria in New York, 
Feb. 13-15. 

Speakers at the first session 
include Division President Ro- 
land E. Clark, vice-president, 
National Bank of Commerce, 
Portland, Me., and Robert M. 
Hanes, President of the Ameri- 
can Bankers Association. Mr. 
Hanes will bring the Associa- 
tion’s greetings. 

Public and customer rela- 
tions feature the second session 
on Feb. 13. Elmo Roper, mar- 
ket analyst, speaks on “ Public 
Opinion”; Holgar J. Johnson, 
president, Institute of Life In- 
surance, “The Public Must 
Know”; H. R. Harris, vice- 
president, Central National 
Bank of Cleveland, ‘‘ Personal 
Relations in Trust Business”’; 
William A. Irwin, Associate 
Educational Director, Ameri- 
can Institute of Banking Sec- 
tion, A.B.A., ‘‘Customer Rela- 
tions—a Need and a Chal- 
lenge.” 

The program for an invest- 
ments session on the morning 
of Feb. 14 is as follows: ‘‘ Pres- 
ent-Day Investment Problems 
of Endowed _Institutions’’, 
Laurence G. Tighe, associate 
treasurer, Yale University; 
“Handling Investments for an 
Institutional Trustee”, Roger 
Williams, chairman of the fi- 
nance committee, Presbyterian 
church; Symposium: “ Govern- 
ment Obligations and Munici- 
pals”, James C. Shelor, trust 
officer, Trust Company of 
Georgia, Atlanta; ‘ Preferred 


Stocks and Corporate Bonds”, 
Robert S. Drew, vice-presi- 
dent, Continental Illinois Na- 
tional Bank and Trust Com- 
pany, Chicago; ‘Common 
Stocks’’, Hector Prud’homme, 
vice-president, The Hartford- 
Connecticut Trust Company; 
“Mortgages and Real Estate”, 
B. W. Utter, vice-president and 
trust officer, Title Guarantee 
and Trust Co., Los Angeles. 

At the fourth session George 
Roberts, New York attorney, 
will discuss “‘The Trust In- 
denture Act of 1939"; Walter 
Fletcher, attorney, New York, 
“The Effect and Scope of Ex- 
culpatory Clauses’; Mayo A. 
Shattuck, Boston attorney, 
“The Trustee’s Duty to In- 
quire into the Acts of His 
Predecessor”; W. Elbridge 
Brown, vice-president and 
trust officer, Clearfield (Pa.) 
Trust Co., ‘Experiences in 
Making a State-wide Cost 
Survey.” 

At the final session on the 
morning of Feb. 15, John W. 
Hanes, former Under Secre- 
tary of the Treasury, speaks, 
together with Louis S. Head- 
ley, chairman of the Division's 
Committee on Fiduciary Legis- 
lation, and vice-president, First 
Trust Co. of St. Paul, whose 
topic is ‘‘Making Foreign 
Travel Safe for Intangibles.” 
Gilbert T. Stephenson, Direc- 
tor of Trust Research, The 
Graduate School of Banking, 
will conduct a question box. 

The speaker for the 29th an- 
nual banquet on the evening of 
the 15th is Fitzgerald Hall, 
president, Nashville, Chatta- 
nooga and St. Louis Railway. 
His subject is ‘“‘ Democracy.” 


“Live Stock Loans,” H. H. 
Mohler, vice-president, First 
St. Joseph Stock Yards Bank, 
St. Joseph, Mo.; ‘Personal 
and Other Instalment Loans,” 
John C. Harrington, assistant 
vice-president, First National 
Bank and Trust Company, 
Oklahoma City. 

March 22, 2:15 P.M., “Can 
Every Bank Establish for It- 
self a Sound Investment Pro- 
gram?” T. B. Strain, president, 
Continental National Bank, 
Lincoln, Neb.; “Meeting the 


Problem of Low Earnings,” 
William C. Rempfer, presi- 
dent, South Dakota Bankers 
Association, cashier, First Na- 
tional Bank, Parkston, S. D.; 
“Legislative Outlook,” D. J. 
Needham, General Counsel, 
American Bankers Association. 

In conclusion there will be a 
meeting for the public, Friday 
evening, March 22, addressed 
by William A. Irwin, Associate 
Educational Director of the 
American Institute of Banking 
Section, A.B.A. 
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The point where Personal Loan graphs 
reach suddenly for the ceiling shows the 
time when The Morris Plan Insurance 
Society begins to protect your loans by insur- 
ing borrowers’ lives. 

In all the 22 years, since this Society origi- 


nated this kind of insurance, every bank 
installing the “Protected Loan” system has 
shown a sizeable and immediate increase in 
results. You may get new slants on this 
business by reading “Increasing Profits from 
Personal Loans.” 


The Morris Plan Insurance Society 


420 Lexington Avenue, New York, N. Y. 


INSURANCE FOR THE BANKER ON THE LIFE OF THE BORROWER... SINCE 1917 


February 1940 
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Membership Rise 
Brings New Peak 


4. Out of 5 Banks 
Are Now in A.B.A. 


The addition of 298 new 
members to the American 
Bankers Association in the 
four-month period Sept. 1 to 
Dec. 30 last, has raised to an 
all-time peak the percentage of 
banks in this country repre- 
sented by the Association. Four 
out of every five banking insti- 
tutions are enrolled, which is an 
increase of 16 per cent over the 
Association membership five 
years ago. Over 95 per cent of 
the country’s banking resources 
are now represented. 

The new member banks are 
located in 33 states and Alaska. 
Nine states continue 100 per 
cent in membership. They are: 
Arizona, District of Columbia, 
Florida, Nevada, New Mexico, 
Oregon, Utah, Washington and 
Wyoming. 

The steady increase in the 
membership of the Association 
during recent months is at- 
tributed largely to the broad- 
ened services of the Association 
and to the growing realization 
among bankers of the need for 
concerted action. 


American Bankers Association 


SAMUEL N. PICKARD 


Mr. Pickard is chairman, 

A.B.A. Public Relations Coun- 

cil, and president, National 

Manufacturers Bank, Nee- 
nah, Wisconsin 


Skits Picture 
Public Relations 


A dramatization of bank 
public relations, prepared by 
the Public Relations Council of 
the American Bankers Associa- 
tion, was presented at Chicago 
on Jan. 25 before the Illinois 
Bankers Association. 

In 15 scenes members of 
Chicago Chapter, American 
Institute of Banking, imper- 
sonated the characters in the 
story of what Banker John 
Sterling learned about public 
relations. 

William T. Wilson, Director 
of the Council, was in charge. 
It is expected that the script 
will be adapted for the New 
York and Denver regional con- 
ferences. 


CONVENTIONS 


L. W. BISHOP 


Mr. Bishop is cashier of the 

State-Planters Bank and 

Trust Company, Richmond, 
Virginia 


HARRY R. SMITH 


Mr. Smith is President, 
American Institute of Bank- 
ing Section, and assistant 
vice-president, Bank of Amer- 
ica, San Francisco 


Oops! Sorry! 


When BANKING slips (yes, it does happen), the staff puts on 
its hair shirt and goes and stands in the corner. But sometimes 
an error seems almost worth the embarrassment when the result 
is such good-natured forgiveness as we received from the three 
whose pictures appeared under a badly scrambled caption on 
page 45 of our January issue. (The cuts above show who’s really 
who.) 

Mr. Pickard wrote: “. . . I am frankly very much pleased 
that the names were not listed in the proper order. Harry Smith 
is such a handsome fellow that I am rather glad to be mistaken 
for him. The only man I feel sorry for is Mr. Bishop . . .” 

Mr. Bishop said that no apology was necessary, for he ‘‘ would 
have been quite flattered to have been called Sam Pickard or 
Harry Smith, and if you can correct it with the other two you 
certainly have my approval.” 

In much the same vein, Mr. Smith observed that “instead of 
merely accepting your apology, 1 should thank you. It is very 
comforting to know that lots of people will look at Lou Bishop's 
picture and think that I cut such a figure . . .” 


May 22-24 California, Hotel Del Monte, Del Monte 


Feb. 


Apr. 


June 


Mar. 


Mar. 


Sept. 


13-15 


Mid-Winter Trust Conference, Waldorf-Astoria 
Hotel, New York City 

Regional Conference, Waldorf-Astoria Hotel, New 
York City 

Regional Conference, Denver, Colorado 

Annual Meeting, Executive Council, The Home- 
stead, Hot Springs, Virginia 

American Institute of Banking, Statler Hotel, 
Boston, Massachusetts 

Annual Convention, Atlantic City, New Jersey 


State Associations 


Ohio, Mid-Winter Meeting, Neil House, Columbus 
Florida, Biltmore Hotel, Palm Beach 

Louisiana 

Georgia, Augusta 

Oklahoma, Tulsa 

Missouri, Kansas City 

Tennessee, Memphis 

Kansas, Wichita 

Mississippi, Buena Vista Hotel, Biloxi 

Indiana, Claypool Hotel, Indianapolis 

South Dakota, Watertown 

Alabama, Hotel Tutwiler, Birmingham 

Arkansas, The Arlington, Hot Springs 

Maryland, Atlantic City (Tentative) 

New Mexico, Hilton Hotel, Albuquerque 

Texas, Buccaneer Hotel, Galveston 


May 23-25 
May 23-25 
May 23-25 


Massachusetts, New Ocean House, Swampscott 
New Jersey, Atlantic City 
Virginia, Hotel Roanoke, Roanoke 


May 28-29 Illinois, Palmer House, Chicago 

June 3-5 Iowa 

June 5-7 Minnesota, Minneapolis 

June 5-9 District of Columbia, The Homestead, Hot Springs, 
Virginia 

June 6-8 West Virginia, Greenbrier Hotel, White Sulphur 
Springs 

June 11-12 Wisconsin 

June 14-15 North Dakota, Minot 

June 17-19 Michigan, Pantlind Hotel, Grand Rapids 

June 21-22 Colorado, Stanley Hotel, Estes Park 

June 21-23 Maine, Poland Spring House, Poland 

Aug. 26 Nevada, Winnemucca 

Other Organizations 

Feb. 12-14 Indiana Banking Conference, Indiana University, 
Bloomington 

Mar. 20-21 Bond Conference, Fifth Federal Reserve District, 
Federal Reserve Bank of Richmond, Virginia 

Apr. 18-20 Eighth Eastern Regional Conference, National As- 
sociation of Bank Auditors and Comptrollers, 
Emerson Hotel, Baltimore, Maryland 

Apr. 28- _ Association of Reserve City Bankers, Hot Springs, 

May 1 Virginia 


6-8 
21-22 
21-24 
mm 37 
22-26 
Feb. 12 
Apr. 46 
Apr. 15-16 
Apr. 18-19 
May 2-3 
May 6-8 
May 7-8 
May 8-10 
May 13-15 
May 15-16 
May 15-16 
May 16-17 
‘ May 16-17 
May 16-17 
May 17-18 
May 21-23 
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new endorsing attachment enables the 
International Proof Machine to effect 
greater savings in check-handling time than ever 
before. Four operations, instead of the former 
three, are now completed simultaneously. Each 
block of checks is automatically endorsed while 
being sorted, listed and proved . . . with no addi- 
tional time or effort. 
A Proof Machine equipped with this new 
device provides for the proper endorsement 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building 
590 MADISON AVENUE, NEW YORK, WN. Y. 


February 1940 


...and now a FOURTH operation 
is performed by 
the International Proof Machine 


of both outgoing and incoming exchanges. 
Endorsements are printed by plates specially 
made to order for each bank and include dates 
as well as bank and block identification num- 
bers. Either full or partial endorsements may be 
printed as desired. 

To learn complete details about this new time- 
saving Proof Machine advantage, write, phone, 
or visit the International office nearest you. 


Branch Offices 
IN PRINCIPAL CITIES OF THE WORLD 
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This department of BANKING is 
eonducted by our Methods and 


Ideas reporter, John J. McCann 


Loan Technique 


ALIFORNIA BANK (Los Angeles) 
C gives new verve to the old patent 
medicine technique of hiding ad- 
vertisements in news-columns with the 
single qualifying italic “(Adv.)”. This 
series is a spot campaign for loans. 
Headlines are catchy and copy swings 
into amusing stories which portray the 
cure-all benefits of California Bank 
loans. For example, there’s one head- 
lined “‘Borrow from the Bank’, Says 
Oracle Oscar”, which tells how a young 
woman obeyed this advice and lived 
happily ever after. Another captioned 
“A Loan At Last”, quotes a young 
married couple who desperately wanted 
funds to build a home to be alone at last. 
For effective nibbles at the advertising 
budget, this type of single column spots 
does a real job. 


Budgets Up 


A QUICK SURVEY of promotion budg- 
ets set up last month indicates a fair 
increase is to be expected in newspaper 


METHODS and IDEAS 


lineage, direct mail and other media for 


the new year. Loan advertising, includ- 
ing all types, leads the next two service 
classifications—trust and savings—by a 
wide margin. Miscellaneous services are 
in for a good share of expenditures, 
which gives still more evidence that 
“department store” selling will be the 
1940 policy of banks generally. This 
increase is notable for two reasons. Last 
January banks were more hesitant in 
laying definite plans and appropriations, 
although media reports show that finan- 
cial advertising made a steady climb 
through the year. And, in contrast with 
the uncertain advertising budgets of 
business at this time, banking appar- 
ently takes the lead, which heretofore 
has been a business prerogative. 


Savings Bank Life 


SIX AND A HALF MILLION DOLLARS in 
new policies is the record for savings 
bank “over-the-counter” life insurance 
in New York in its first year of opera- 
tion. .The three issuing banks which 
have operated for the full year—New 
York Savings Bank of Manhattan, 
Lincoln Savings Bank and East New 
York Savings Bank of Brooklyn—after 
providing for full reserves and surplus 
have declared dividends to their policy- 


FOR THE BANK’S CUSTOMERS 


This is the room the Pacific National Bank of Seattle has furnished for its cus- 

tomers. The idea, explains George H. Greenwood, president, is that when out of 

town visitors come, particularly correspondent bankers, they may want to have 

business conferences in a comfortable, quiet place. Also, they may desire to make 

telephone calls or write letters. All these services are available in a room that is 
attractive as well as utilitarian 


holders averaging for the year better 
than 4 per cent of the premiums col- 
lected. Commenting on this unusual 
achievement, Everett N. Hatch, execu- 
tive secretary of the Savings Bank Life 
Insurance Council, states: “Almost 50 
per cent of the purchasers had no insur- 
ance on their lives when they applied 
for savings bank policies, while another 
25 per cent had previously only weekly 
payment policies. The vast majority 
of policyholders are clerks, laborers and 
other types of salaried workers.” At the 
turn of the year there was a total of 14 
banks operating the plan—seven banks 
of issue and seven agency banks. 


Real Estate File 


For ANY BANK that must rely upon 
local realtors to move foreclosed real 
estate off the books, the set-up of one 
eastern bank appears to be ideal. This 
institution furnishes each realtor with a 
desk-size file cabinet containing 8 x 10 
photographs of properties for sale, 
indexed and filed by city sections, 
each section arranged alphabetically by 
streets. The photographs are mounted 
on double-weight glossy paper, the re- 
verse side of which carries a special form 
giving full descriptive information in- 
cluding price, terms, etc. As new proper- 
ties are foreclosed new prints are mailed 
for the realtors’ files. When sales are 
made agents are notified by mail and 
requested to return the respective 
cards to the bank. On this service basis 
agents find it pays to give bank proper- 
ties first consideration. He can sit down 
with his prospects, run through the bank 
file, show good selling pictures and have 
the complete story at hand without 
wasting time speculating over the usual 
listing, which gives no more than street 
addresses and a few facts. The cost of 
maintaining the file is small—simply 
print costs and postage after the file 
boxes have been installed. Results prove 
its worth. 


Selling Real Estate 


ANOTHER NEW SALES TACK for real 
estate is suggested by the Granite 
Trust Company (Quincy, Massachu- 
setts). Completely ignoring the over- 
worked “buy” and “sell” appeals, this 
bank builds a forceful story around each 
piece of property as a systematic savings 
program—linking the home-ownership 
and thrift appeal as one. Believing also 
that good presentation is half the sale, 
the bank issues an attractive eight-page 
folder illustrating each home with clear- 
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cut photographs and with full descrip- 
tive captions, including price, down 
payment and monthly amortization. 
The “save” appeal is given strong dis- 
play at the side of each illustrated home. 
Here the amount of principal reduction 
figured in the amortization payment is 
headlined as monthly savings. Quite by 
accident further stimulus to “buy” is 
given to the reader by the blank space 
of house No. 10—sold while the folder 
was in preparation—proof indeed that 
the homes offered are desirable and 
saleable. 


Farm Loan Campaign 


More THAN a half million dollars’ 
worth of new business is the record set 
by the Minnesota Federal Savings & 
Loan Association (Minneapolis and St. 
Paul) for its farm-paper campaign— 
proof indeed that it pays to advertise. 
On a budget of $8,600, 26 quarter-page 
advertisements were run in a single 
farm journal during a 12-month period. 
Specialized farm appeal clinched its 
success. Copy was written in a homey, 
common-sense style. Illustrations and 
text were used to interpret the philoso- 
phy of saving in terms of the farmer’s 
vocational thinking. This campaign, 
outstanding on the points of technique 
and consistency, was awarded a silver 
cup in an advertising contest sponsored 
recently by the United States Savings 
& Loan League. 


Check Charge 


TruE—the average commercial cus- 
tomer willingly accepts whatever service 
charge may be invoked on his account 
once he is given a reasonable explana- 
tion. Since the charge is usually ab- 
sorbed as a business operating expense, 
reaction of any kind is unlikely. How- 
ever, should he try to pass along the 
charge in the form of a check cashing 
fee to his own customers, as is frequently 
done, trouble brews. The customer could 
hardly be more right in objecting to an 
unjustified tax, especially when “bank 
policy’ becomes the sole alibi. How the 
reaction of merchant and customer 
grows from there on is anyone’s guess. 

Bring sound public relations into 
play, and this can easily be avoided. 
It isn’t quite enough in all cases to issue 
a formal notice of service charge regula- 
tions to depositors alone, for they may 
not be the only parties affected. Best 
follow-thru is an investigation to deter- 
mine whether the charge is to be ab- 
sorbed or passed along. The bank can 
make the best of the latter case by 
cooperating fully with the merchants. 
Public notices in newspapers, display 
cards and other means may be employed 
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to link the banker-customer story as 
one, justify the charge on a reasonable 
basis and keep good will all along the 
line. 


Tomorrow’s Farmers 


BANK OF AMERICA offers a notewor- 
thy example of what can be done to cul- 
tivate the most important agriculture 
“resource”’ of the future—rural youth. 
It has taken the initiative in providing 
a practical, simplified loan service to 
members of 4-H Clubs and Future 
Farmers of America Chapters who 
need financial assistance in carrying out 
their projects. 


For years boys and girls in many 
parts of California have been given a 
helping hand by local branches with 
loans for group projects. Results have 
been so fruitful and the activity so 
highly commended by teachers and 
club leaders that individual junior 
farmer loans have been made part of 
the bank’s statewide lending program. 

Here are the few simple rules: 1. The 
borrower must be recommended by his 
club leader or agricultural teacher, and 
parents. 2. Projects are to be carried on 
under the supervision of the club leader 
or agricultural teacher. 3. Loans not to 
exceed $40 will be made without en- 


Cash and Due from Banks, . , 


To Secure Trust Deposits, 

Under Trust Act of Illinois, . 
Other Bonds and Securities, 
Loans and Discounts, . 
Real Estate (Bank Building), 
Other Real Estate, ‘ 
Federal Reserve Bank Stock, 


Interest Earned, not Collected, 
Other Assets, P 


Capital Stock—Common, 
Surplus Fund, ° 
Other Undivided Profits, 


Dividends Declared, but Unpaid, 
Reserve for Taxes, etc., 

Liability Account of 
Time Deposits, 

Demand Deposits, 

Deposits of Public Funds, 


Customers’ Liability Account of ineabndeiien 


Discount Collected but not Earned, 


Liabilities other than those above stated, 


The First National Bank 
of Chicago 


Statement of Condition December 30, 1939 
ASSETS 


- $416,592,756.48 


. 


United States Obligations—Direct and fully Guaranteed, 


$282,805,582.62 


Pledged—To Secure Public Deposits and 
Deposits Subject to Federal Court Order, 


33,568,740.98 

53,126,853.58 
550,000.00 370,051, 177. 18 
76,949, 143.03 
250,399,294.13 
5,829,404.21 
1,143,416.06 
1,950,000.00 
2,137,990.54 
2,967,561.32 
141,860.19 
$1,128, 162,603.14 


LIABILITIES 


$30,000,000.00 

35,000,000.00 

3,952,280.00 

590,425.76 

600,000.00 

2,166,978.86 

$183 122,497.77 
796,287,865.44 

74,013,999.43 1,053,424,362.64 

167.91 

$1,128,162,603.14 
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dorsement of parents and without 
chattel mortgage. Above this amount 
the guarantee of parents is required. 4. 
The loan application must describe the 
project fully and indicate if it can be 
carried out profitably. 

Youngsters obtaining these loans 
learn credit fundamentals by being re- 
quired to set up a budget showing the 
cost of the animals or project material, 
feed, labor and maintenance. They are 
taught to think in terms of profit possi- 
bilities of their enterprises. 

A complete record of loans of this 
type is not available, but the experience 
of one large branch in an important ag- 


Fifth Ave. at 44th St. 
LONDON 


PARIS BRUSSELS 


Guaranty Trust Company 
of New York 


140 Broadway 


ricultural area is typical of the wide- 
spread acceptance of the bank’s offer to 
aid. Over a period of years this branch 
has loaned to Future Farmers alone 
over $280,000. The loss of principal on 
this amount is the negligible sum of 
$325. 

“We make a good deal of ceremony 
about granting a loan,” says the man- 
ager of this branch. “The boy comes in 
and discusses his project with one of our 
loan officers and must establish his 
credit by answering the same kind of 
questions that would be directed to 
adult borrowers.” This give and take 
with his banker is a lesson in farm 


Madison Ave. at 60th St. 
HAVRE 


LIVERPOOL ANTWERP 


Due from Banks and Bankers . 
U. S. Government Obligations 
Public Securities . 

Stock of the Federal Reserve Bank . 
Other Securities and Obligations 
Loans and Bills Purchased 

Credits Granted on Acceptances. 


Bank Buildings . . . 
Other Real Estate . ..... 


Total Resources . 


Depos ° 


Acceptances. . . « « 
Less: Own Acceptances 
Held for Investment. . . . 


Condensed Statement of Condition, December 31, 1939 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Items in Transit with Foreign Branc hes. 
Accrued Interest and Accounts Receivable 
Real Estate Bonds and Mortgages . 


LIABILITIES 


- $2,074,898,693.39 
13,528,652.49 


$21,716,899.57 
7,096,550.33 


Liability as Endorser on Acceptances and 


Foreign Bills . . tae 2,201,978.00 
Dividend Payable January 2, "1940. 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 

Taxes, ete. .. 18,982,637.54 
Capital . . . «. « © © © « » $ 90,000,000.00 2,126,932,310.66 
Surplus Fund ... .. 170,000,000.00 
Undivided Profits ..... 14.701: 954.35 

Total Capital Funds 274,701,954.35 
Total Liabilities . . $2,401,634,265.01 


Securities carried at $18,322,353.74 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


Member Federal Deposit Insurance Corporation 


- $ 1,040,901,764.23 
729,600,979.13 
57,848,398.56 
7,800,000.00 
26,378,612.54 
500,360,310.08 
14,620,349.24 
147,948.35 
9,052,305.77 
1,803,142.33 


2,388,513,810.23 


11,754,741.69 
1,365,713.09 


$2,401,634,265.01 


$2,088,427,345.88 


14,620,349.24 


management as important as things 
learned in class or in the field. His initia- 
tion into banking relationships is the 
first important step in sound money 
management which, applied as he pro- 
gresses on his way, may save him from 
disaster. 

From the bank’s standpoint, these 
junior agricultural loans have also given 
an opportunity to make the word “sery- 
ice’? a demonstrated reality in the 
most remote agricultural sections of the 
state, and help prove the claim that it is 
not just a “big city” bank with a “big 
city” viewpoint, but a bank endeavor- 
ing to put its resources to beneficial use 
everywhere in the state. 

One of the bank’s newest branches is 
in a little farm community, nestled ina 
fertile valley 500 miles from San Fran- 
cisco and far over the range from the 
railroad. Sixteen boys who obtained 
junior loans from this branch made 19 
entries at the Interstate Junior Live- 
stock Show held at the Golden Gate 
International Exposition last year and 
came away with seven awards. Each 
youngster now feels the bank has dis- 
pelled his sense of isolation and made 
him an integral part of the livestock 
world. And so it goes with the thousands 
of junior loans now being made each 
year. 


Newsy 


STILL MORE EVIDENCE that bank ad- 
vertising can be just as “newsy” 
news comes in the form of a special 12- 
page rotogravure section, prepared and 

(CONTINUED ON PAGE 64) 


ROTO COVER 


This is the front cover of the rotogravure 
section described by Mr. McCann. It is 
printed in two colors 
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NSTINCTIVE human traits 
—CRIME and ERROR— 
will in 1940, as in 1939 and 
years past, rob many of bil- 
lions of dollars in cash, securi- 
ties and valuables. Will you 
or your company share any of 
these losses? 


HROUGH agents every- 

where, American Surety 
Company and its affiliate, New 
York Casualty Company, under- 
write these and other casualty and 
surety losses caused by Crime and 
Error. Let an agent of either 
Company show you beforehand 
the answer to losses that may 
otherwise be unavoidable. 
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METHODS—Continued 


sponsored by the Morris Plan Indus- 
trial Bank in the Detroit News late last 
year. Although bank copy appears on 
all 12 pages—taking practically 90 per 
cent of the space—the reader is con- 
scious only of good readable informa- 
tion. With typical roto-section tech- 
nique, the bank sets the theme of its 
pictures and copy to “Ways to Better 
Living”. An array of human interest 
and news-styled pictures tie in the story 
of automobile loans, mortgage loans, 
savings and other services with the cen- 


tral theme. One half-page carries in- 
terior views of the bank’s bookkeeping 
department and credit exchange. The 
remaining copy and pictures are de- 
voted to fashion news, hints for the 
home-maker and beauty treatment. 
Rear cover page carries an interesting 
creed of service. Here, incidentally, is 
the only place the bank name appears in 
display type. 


Inventory Week 


Some 20,000 farmers participated in 
the farm inventory and credit statement 
campaign sponsored during the week of 


She 
LIVE STOCK 


NATIONAL BANK 
of Chicago 


UNION YARDS 


STATEMENT OF CONDITION IK 

DECEMBER 

BOARD OF DIRECTORS 


FREDERICK H. PRINCE 
F. H. Prince & Co., Providence, R. 1. 


ROBERT J. DUNHAM 
Investments 


RICHARD HACKETT 
General Manager, Central 
Manufacturing District 
ORVIS T. HENKLE 
Vice-President and General 


Manager, Union Stock Yard 
& Transit Co. 


ARTHUR G. LEONARD 
President, Union Stock Yard 
& Transit Co. 


THOMAS E. WILSON 
Chairman, Board of Directors 
Wilson & Company 


RESOURCES 
Cash and due from banks.............. 
United States Government Securities.......................... 
State and Municipal Securities..... 
Other Marketable Bonds................ 
Loans and discounts......................... 


$19,470,308.14 


$ 1,000,000.00 


Member Federal Deposit Insurance Corporation 
ESTABLISHED 1868 


30, 1939 


JAMES A. McDONOUGH 
Investments, Providence, R. I. 


WILLIAM J. O'CONNOR 
Ass't General Manager, Union 
Stock Yard & Transit Co. 


DAVID H. REIMERS 
President, The Live Stock 
National Bank of Chicago 


CLYDE H. SCHRYVER 
President, Chicago Merchandise 
and Equipment Co. 


3,902,514.54 
1,596,236.59 
715,002.89 
5,948,209.93 
75,000.00 
450,000.00 
1.00 

35,581.99 
45,831.30 
$32,238,686.38 


1,500,000.00 
164,421.26 
30,838.98 
29,543,426.14 
$32,238,686.38 


January 1-6 by the New York State 
Bankers Association. This annual event, 
publicized in every farm district by 
local banks, with the aid of county 
agents and the State College of Agricul- 
ture, has been a boon to better farm 
management, broadened credit facilities 
and improved banker-farmer relations 
generally. The credit statement con- 
tained several revisions suggested by the 
Federal Reserve and the State College. 
Thousands of instructive leaflets— 
“How to Take and Make a Credit 
Statement ”’—were distributed by banks 
in farm areas. Some banks found it 
expedient to use both the inventory and 
statement forms as advertisements in 
local papers. For one thing, this timely 
campaign makes agriculture mindful 
that it must rely upon local banks for 
its short-term credit needs during the 
year. This concerted drive is the basis 
of a broad farm program which New 
York bankers carry on each season. 


Safe Deposit Eye 


EVER WATCH a fidgety patron stand 
outside the vault gate, peering through 
the bars—hemming and hawing—try- 
ing to attract the attention of a guard? 
The cure for that unpleasant, though 
often unavoidable, nerve strain is a 
new and ingenious device, introduced 
recently by a number of New York area 
banks, called the “electric vault senti- 


WEEK’S EVENTS 


A corner of the Union Planter’s National 
Bank & Trust Co., Memphis, Tennessee, 
with a “‘news calendar”’, supplied to the 
bank weekly, which briefly describes 
and illustrates news events and shows 
their location on a world map 
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nel”. It employs the familiar principle 
of the electric eye. The approach of a 
patron to the outer gate is graciously 
heralded by a soft musical gong sum- 
moning the guard. The patron, natu- 
rally, is immediately put at ease once his 
presence is announced. The light beam 
which operates the gong is hidden in the 
walls at the entrance to the outer vault 
chamber, and reflected by a mirror to 
the “sentinel” box in the inner vault. 
A counting attachment for recording 
daily vault traffic makes this device a 
practical aid to safe deposit service. 


Get-Acquainted Offer 


To INTRODUCE NEW DEPOSITORS to 
the ease and convenience of banking- 
by-mail, the Williamsburgh Savings 
Bank of Brooklyn offers a leatherette 
kit containing a desk pad and special 
compartments for self-addressed en- 
velopes, deposit and withdrawal slips. 
This simple, inexpensive device has 
netted an excellent return. Contrary to 
some beliefs, by-mail business is less 
costly to service than the depositor who 
banks in person. This is borne out by 
cost studies reported in small outlying 
institutions as well as in metropolitan 
banks. That customers take readily to 
the service is indicated by the large 
volume of accounts represented in the 
banks that have promoted it. 


Mystery 

THE First NATIONAL BANK of Glens 
Falls (New York) borrowed an actual 
mystery case from a Chicago bank and 
developed something unusual in the way 
of safe deposit promotion. Two adver- 
tisements appeared in the local news- 
paper. The first, well positioned in the 
front of the paper, gave clues to the 
mystery and invited the reader to guess 
the answer. This was contained in the 
second ad tucked in the lower right- 
hand corner of page 7. 

Mystery: It seems that the employees 
of the Chicago bank were puzzled by a 
customer who came in every noon, 
opened his safe deposit box, took it back 
to one of the coupon rooms, and stayed 
there for half or three-quarters of an 
hour. They came to wonder what he had 
in the box. Finally one employee, more 
curious or rash than the rest, asked the 
owner. 

Answer: He had nothing in it. He 
simply rented the box to have a quiet 
little room where he could bring his 
lunch (in his pocket) each day and eat 
it in privacy. 

Adds the First National: “So far as 
we know, none of our customers come to 
the bank to eat lunch, but they do enjoy 
the quiet privacy of the coupon rooms 
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and booths where they can look over 
their securities and papers at leisure.” 


Almanac 


WaRREN Bank & Trust COMPANY 
(Warren, Penn.) carries on the tradi- 
tions of publisher Ben Franklin with its 
annual almanac. In familiar style, this 
40-page issue contains the days and 
dates of the year, with important as- 
tronomical forecasts, holidays, and 
weather guesses for the use of farmers, 
gardeners, fishermen and _ travelers. 
There is also a collection of useful and 
entertaining matter extracted . mostly 
from the history and anecdotes of 


the state—particularly from that of 
northwestern Pennsylvania and Warren 
County. Finally there is much sound 
advice from ancients and moderns on 
the way to wealth and happiness, with 
numerous invitations to the reader to 
use the services of the bank. 


Forgeries 


Tue U.S. Secret SERVICE steps in to 
end the wave of WPA check forgeries 
that has swept the country, running up 
a total of 2,000 cases last year in the 
New York area alone. Banks are con- 
cerned with the success of this drive not 
only as a matter of self-protection but 


OF DE 


Banks 


direct and/or fully guaranteed . 
Stock in Federal Reserve Bank. . . 
Loans: 

Loans and Discounts 

Real Estate Mortgages 

Overdrafts 


provements 
Accrued Income Receivable— Net 
Prepaid Expense 


TOTAL RESOURCES 


LIABI 
Deposits: 


U. S. Government 


Other Public Deposits 
Capital Account: 


Surplus 
Undivided Profits 


Reserve for Retirement of Pre 


ferred Stock. . . . 


Reserves 


and Letters of Credit 


NATIONAL BANK 


STATEMENT OF CONDITION, DECEMBER 30, 1939 
RESOURCES 
Cash on Hand and Due from Other 


United States Government Obligations, 


Branch Buildings and Leasehold Im- 


Customers’ Liability Account of 
Acceptances and Letters of Credit 


Commercial, Bank and Savings . 


Treasurer, State of Michigan . 


Preferred Stock (370,000 Shares) 
Common Stock (825,000 Shares) 


Reserve for Common Stock Dividend 
No. 11, payable February 1, 1940 


Our Liability Account of Acceptances 


18,218,601.77  $462,313,299.16 
9,250,000.00 
8,250,000.00 
8,250,000.00 
5,974,203.69 

38,125.00 _31,762,328.69 

412,500.00 

1,457,297.52 

1,751,246.21 


TOTAL LIABILITIES .... 


United States Government securities carried at $56,855,121.19 in the foregoing statement 
are pledged to secure public and trust deposits and for other purposes required b 


Member Federal Deposit Insurance Corporation 


TROIT 


$208,496,609.15 


197,317,551.95 
18,072,351.28 
772,500.00 


$ 54,402,902.73 
13,805,266.86 


9,715.61 68,217,885.20 


787,373.22 
1,029,178.12 
1,251,976.45 


1,751,246.21 


LITIES 
$416,307,173.88 


20,327,284.47 
7,460,239.04 


y law. 


be. 
by 
nty 
icul- | 
arm 
ities 
ions | 
con- 
’ the | 
ege. 
| 
edit 
anks =| 
and | 
s in | i | 
idful | 
| 
the | 
asis | 
New | | 
| 
tand | 
ugh | 
| | 
a 
uced 
area | 
nti- | 
| 
ssee, 
the | | 
ribes 
| 
| 
| | 
| 
| 
po 
| 
| | 
| 
| | 
65 


for customers who must stand the loss 
when such checks are passed unknow- 
ingly with deposits. Warning circulars 
containing diagrams of WPA checks 
and identification cards, with checking 
points and other data to help detection, 
have been issued in huge quantities. 
Storekeepers are being coached by local 
U. S. offices on how to handle forgeries. 
Several banks in areas where large WPA 
projects are underway are considering 
“forgery clinics” as a further aid to 
merchants. Such clinics have proved 
highly successful wherever held. 


Service Charge 


As 1939 cLosED, several clearing- 
house associationsannounced new check- 
ing account service charge schedules, all 
bearing out the trend to more simplified 
rates. The schedules of the Cleveland 
and Syracuse associations, outlined 
below, are typical examples: 

CLEVELAND: Replacing the former 
schedule of six graduated charges ap- 
plying to checks drawn and items de- 
posited, the new schedule eliminates 
three charges: 


Checks paid: First 100 checks 5 cents each, 
next 2,400 3 cents each, over 2,500 items, 
2 cents each. 

Items deposited: First 100 items 3 cents 
each, next 2,400 124 cents each, over 2,500 
items, 1 cent each. 

A 25 cents monthly maintenance charge 
on accounts averaging less than $100 is 
continued. No monthly allowance is granted 
to accounts of average balance ranging 
between $100 to $199. From $200 to $299, 
allowance is 25 cents and for $300 and over it 
is 124 cents per $100. All charges less than 
10 cents a month are waived. 


SyRACUSE: Replacing a graduated 
scale of charges applied to personal 
checking accounts, the new schedule 
adopts a standard base charge for all 
items. 


Checks or items charged to the account, 
5 cents each. 

Checks drawn on out-of-town banks 
deposited by customers, 4 cents each. 

Checks drawn on local banks and de- 
posited, 2 cents each. 

Maintenance cost, 50 cents. 

For special services, 25 cents is charged 
for certification of checks, 25 cents for money 
transfers and remittances by mail, wire or 
cable, 20 cents for New York drafts and 
officer’s checks, 15 cents for coupon en- 
velopes deposited for collection and 50 cents 
for protested checks. 


Statements 


MORE EVIDENCE rolls up with the last 
crop of bank statements to prove that 
—for public interest—they can be a 
lively, functional selling tool. Among 
the more unusual pieces is the news ad 
run in San Francisco papers by the 
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2 Birthday Parties 


A bank in a small town in Oklahoma 
had 5,000 guests at its reception; an- 
other in Chattanooga, Tennessee, 10,000. 
These receptions featured different at- 
tractions, among them being: personal 
greetings to each guest by the officers; 
tour of the bank premises and explana- 
tion of various operations by employ- 
ees; radio broadcast of speeches by 
officers from the bank lobby; souvenir 
anniversary coins; roses for the ladies, 
cigars for the men; refreshments; guess- 
ing contest as to the total amount of 
deposits handled during the year up 
to the date of the party; registration 
by each visitor in a “guest”’ book (per- 
haps this bank had an eye to improving 
its mailing list). 


Morris Plan Bank. Statement items 
were given a newsy explanation and 
summary. Type emphasis was placed 
on captions and copy, not on figures. 
To highlight selling points and capture 
interest, two heads in typical cartoon 
technique appeared at the top and along 
the full side of the advertisement dis- 
cussing statement items. This treatment 
rings in expression, human interest, 
emphasis and, above all, good selling. 


Pension and Social Security 


As FAR AS can be determined at this 
point, the majority of national banks 
which operated retirement plans prior 
to the Social Security Act continue 
under the new regulations (effective 
January 1, 1940) without drastic change. 


In most cases old plans have been 
slightly revised, making them supple- 
mental to the Act. Reports indicate that 
old plans are being held in force not only 
because of employee investment over a 
period of years, but largely because 
they provide for disability, death bene- 
fits and other points not included in the 
Act. 

Ending its first year of operation, the 
New York Pension System, sponsored 
by the State Bankers Association, re- 
ports 67 institutions retaining member- 
ship despite the new regulations. Al- 
though no additional banks have joined, 
only two of the original membership 
have dropped out. A majority of banks 
in this system have not changed their 
rates of contribution as originally pro- 
vided, which are 4 per cent for em- 
ployees and approximately 5 per cent 
by the banks. The question whether 
each of these rates would be reduced by 
1 per cent to offset Social Security con- 
tributions was submitted to a vote of the 
membership. Only a small number 
elected to make the change. 


Prospecting 


To COMMAND the attention of the 
hard-to-reach wealthy trust prospect, 
the State-Planters Bank & Trust Com- 
pany (Richmond) distributes a hand- 
somely printed and bound miniature 
book entitled, “Wealth Without Worry.” 
In less than a thousand words, the 
booklet contains a philosophical intro- 
duction and a complete outline of the 
three specialized service arrangements 
to relieve wealth of worry: the custody 
account, the supervisory account, and 
the management account. This pocket- 
size edition presents a contrast to the 

(CONTINUED ON PAGE 68) 


THE BAND OF “A BANK’S 4-H CLUB”’ 
The interesting story of this organization appears on page 88 
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possible single loss, regardless of the likelihood of 

the loss occurring. If the loss could occur, then you 
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“THE NEW WAY OF BUYING INSURANCE 
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I get real protection 
since I fixed this rule in my mind” 


>ments 
ustody 
it, and 
ocket- 
to the 


Bankers and credit men may well 
hang this rule on the office wall 
to impress this sure test of insur- 
ance requirements on their minds. 
It shows which insurance contracts 
and bonds are most needed and in 
what amounts. 

On this basis it is possible to lay 
out a plan of coverage that provides 


maximum protection for the pre- 
mium investment. 

You may save thousands of dol- 
lars in losses by reviewing your in- 
surance program in the light of this 
NEW way. Why not let a Hartford 
agent analyze your hazards, or, 
see your own insurance broker. A 
consultation costs you nothing. 


Hartford Fire Insurance Company 


Hartford Accident and Indemnity Company 


HARTFORD, CONNECTICUT 


To learn more about the NEW way of buying in- 
surance, just call Western Union (in Canada, call 
Canadian National Telegraphs) and ask for the 
name of the Hartford representative nearest you. 
Or get in touch with your own insurance broker. 


THE TWO HARTFORDS WRITE PRACTICALLY EVERY FORM OF INSURANCE EXCEPT LIFE ~ 
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METHODS—Continued 


run-of-mine booklets that appeal for 
attention on the basis of size, elaborate- 
ness and quantity of content. 


Identification 


OnonpacGA County Savincs BANK 
of Syracuse (New York) is one of the 
few banks that issue special identifica- 
tion cards to all new depositors. Name, 
address, telephone and account number 
are typed on the form, which is enclosed 
with a cordial letter of welcome signed 
by the president and mailed a day or 
two after the account is opened. Among 


other things, the card serves as a con- 
venient time-saver when cashing checks, 
as otherwise tellers are required to es- 
tablish identity from ledgers. 

To encourage depositors to carry the 
cards at all times, a notification form in 
case of accident is printed on the reverse 
side. The cards are slightly larger than 
the usual business card, but fit readily 
into a purse or billfold. 


Speech Menu 


Morris PLAN INDUSTRIAL BANK of 
Detroit offers a sparkling “speech 
menu” to local service clubs and other 
groups as one phase of its public rela- 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 


Statement of Condition, December 30, 1939 


RESOURCES 
Cash and Due from Banks 


United States Government Obligations, 
Direct and Fully Guaranteed 


Other Bonds and Securities 


Customers’ Liability on Acceptances... 


62,475,593.52 
146,720,994.71 
2,400,000.00 
781,076.51 


Income Accrued but Not Collected 


Banking House 


Real Estate Owned other than Banking House 


LIABILITIES 


Deposits 


Acceptances 


Reserve for Taxes, Interest and Expenses.... 


Reserve for Contingencies 


$1,441,154,119.18 


$1,324,094 ,604.28 


786,810.26 
4,915 569.69 
16,048, 151.35 


Income Collected but Not Earned 


Common Stock 


Undivided Profits 


$1,441,154,119.18 


United States Government obligations and other securities carried 
at $158,542,814.02 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 


tions program. E. A. McFaul, popular 
radio commentator who has appeared 
on the bank’s radio programs for several 
years, is the one-man speakers’ bureau. 
There are ten talks in all—lined up to 
fit various types of audiences from 
juvenile groups on up to those who 
lounge in clubs. 

None of the talks pertain to banking 
specifically. In fact, they range from a 
discourse on social etiquette to psychol- 
ogy in business. The tempo of these 
talks, however, is not by any means 
keyed to studious, weighty discussions. 
On the contrary, they are lively, perti- 
nent, and done with a view to enter- 
tainment. 

The absence of a strictly banking 
subject from the “menu” may appear 
somewhat unusual. Yet the bank trades 
on the theory that good public relations 
does not necessarily hinge upon present- 
ing the banking story to the public so 
much as it does on meeting and min- 
gling with the public on its own ground. 
This approach has doubtlessly won good- 
will, for the “speech menu” is generally 
oversubscribed by local groups. The 
announcement of talks for the 1940 
season appears in a smart leaflet listing 
captions and brief summaries. 


Bay State Film 


MASSACHUSETTS WAY”, a 
motion picture produced by the Savings 
Banks Association of Massachusetts, 
completes the concerted public relations 
drive opened last season with a news- 
paper and radio campaign. The new 
sound film consists of two reels of ten 
minutes each, arranged so that the 
reels may be shown separately or as a 
continuous unit. Reel 1 gives a news 
reel version of thrift and the part it 
plays in the development of the Bay 
State. Governor Leverett Saltonstall 
and Senators Henry Cabot Lodge, Jr., 
and David I. Walsh appear in the film 
with a good word for the mutual savings 
banks. Leonard Ware, Jr., of the Boston 
Herald, acts as commentator. This reel 
is being released throughout the state 
to commercial theaters as a film short. 

Reel 2 deals more directly with sav- 
ings bank operations. As the sequence 
runs through typical banking operations, 
the commentator explains a background 
story. Deposits, mortgage loans, bonds 
and other investment channels are 
covered. Special emphasis is laid on the 
fact that savings and capital are prime 
requisites of industry, which in turn is 
responsible for employment. Near the 
close of the reel, the story turns to illus- 
trate the growth of a savings account 
and the uses made of it through three 
generations of one family. 
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Loans end Discounts... 

Stock in Federal Reserve Bank........ce0e 
2,639, 106.47 
3,307 302.23 

222,636.07 
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AN ALL-PURPOSE BOOKKEEPING MACHINE 
FOR BANKS 


Tris National Typewriting - Bookkeeping 
Machine can rightfully be classed as a full- 
time, all-purpose bookkeeping machine. Be- 
cause of its flexibility, this machine can be 
used to post one, all, or any practical com- 
bination of the following records: Loan and 
Discount, F.H.A. Mortgage Loans, Regular 
Mortgage Loans, Real Estate, Securities, 
Transit Letters, Payroll, General Ledger and 
Daily Statement. 


Less than a minute of an operator’s time 
is required to change this machine for differ- 
ent accounting and bookkeeping applica- 
tions. Any one knowing how to operate a 
standard adding machine and a standard 
typewriter can, with very little instruction, 
learn to operate the National Typewriting- 
Bookkeeping Machine efficiently. It will 
pay you to investigate the many advantages 
of this all-purpose bookkeeping machine. 


The National Cash Register Company 


DAYTON, OHIO 


Cash Registers ° Bank-Bookkeeping Machines 
Typewriting-Bookkeeping Machines 
Posting Machines ° Postage Meter Machines 


G 


Check-Writing and Signing Machines 
Accounting Machine Desks 
Analysis Machines ° Correct Posture Chairs 
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This material is compiled for 
BANKING by Albert Journeay 


KEY FOSTER, assistant vice- 
A president, Birmingham (Ala.) 
Trust and Savings Company, is 
an aviation enthusiast. He began his fly- 
ing during the World War and was com- 
missioned in the air service in 1918. Af- 
ter graduating from Harvard in 1923, 
he and several other ex-war aviators or- 
ganized the National Guard Squadron 
in Birmingham. 

In 1927 he married, was promptly 
and permanently grounded by his wife 
and resigned his captain’s commission. 

Much of his time has been devoted to 
civic work. He was one of five men who, 
17 years ago, organized the Community 
Chest of Birmingham. He has served 
the Chest in some capacity in every 
appeal since that time and was co- 
chairman in 1932 and 1938. 


* 


Dr. L. D. Ricketts, chairman of the 
board of Arizona’s Valley National 
Bank, is one of America’s leading min- 
ing engineers. He was recently the re- 
cipient of the Douglas Award given 
“for outstanding achievement in the 
mining and engineering field” and in 
recognition of his “inspirational leader- 
ship and distinguished achievements in 
the metallurgy of copper.” 

His title, “Doctor,” was thrice won. 
Princeton awarded him a Doctor of 
Science for his post-graduate work; the 
University of Arizona bestowed on him 


Heard Along MAIN 


STREET 


Vice-president Reeve Schley (left) of the Chase National Bank, New York, awards 
first prize in the annual employees’ competitive examinations to Charles W. 
Per-Lee of the bank’s public utilities department. An onlooker at the right is 
Chase President H. Donald Campbell. Several years ago, the late Henry W. Cannon 
(in portrait), former chairman of the Chase, left a fund for prizes to employees 
receiving the highest ratings in examinations on banking and related subjects 


the honorary degree of Doctor of Laws, 
and later Princeton conferred on him 
the honorary degree of Doctor of Engi- 
neering. 

Doctor Ricketts has twice served as 
a regent of the University of Arizona, 
for several years he served as a trustee 
of Princeton, and he is now an active 
trustee of the California Institute of 
Technology. 

* 


Horatio Forp, assistant vice-presi- 


dent, Cleveland Trust Company, is one 
banker who is also an M.B.H.—Master 
of the Beagle Hounds. 

For many years Mr. Forp has main- 
tained, at his Whitford Kennels, a 
famous beagle pack of 16 to 24 working 
hounds of English type. The dogs are 
small in size and average slightly over 
13 inches in height. They come of work- 
ing strains, mostly English, and have 
many field champions in their pedigrees, 
all registered in American Kennel Club 
records. 


BANK CHORUS 


The First National Choral Club 
of the First National Bank of 
Chicago was organized in 1929 
by G. Franklin Richards (center 
of second row), assistant cash- 
ier of the bank. He has since 
been musical director of the 
club. Mr. Richards has been a 
church organist and choir mas- 
ter and a member of bands. The 
club, which consists of 70 mixed 
voices, has given almost 150 con- 
certs in Chicago and its suburbs, 
and in Wisconsin, as well as 
radio appearances. A Christmas 
concert in the bank is an an- 
nual event in the club’s schedule 
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While there are several fine packs of 
beagles along the Atlantic seaboard, 
few formal packs are maintained west 
of the Alleghenies. The Whitford Bea- 
gles are the only formal pack in Ohio. 

Mr. Forp’s interest in the ancient 
sport (beagling is older, in fact, than 
fox hunting) extends not only to actual 
participation but also to its history and 
literature. His library includes many 
old and fascinating books on the sub- 


ect. 
* 


A dinner in honor of LESTER VAN 
BRUNT, secretary and trustee of the 
East River Savings Bank, New York 
City, was given December 28, 1939, at 
the New York Athletic Club. Trustees 
and officers of the institution attended 
the dinner to celebrate Mr. VAN 
BRUNT’s service of 25 years. 

Mr. VAN Brunt became secretary of 
the bank in 1917 and a trustee in 1928. 
Of the three secretaries who have served 
the bank since its incorporation in 1848, 
Mr. VAN Brunt is the only one who 
has also been a trustee. 


* 


Paut A. F. WALTER, president, First 
National Bank of Santa Fe, New Mex- 
ico, has contributed much to the several 
fields into which his unusual ability has 
led him. As a newspaper man he edited 
papers in Pennsylvania and New Mex- 
ico. As a public servant he was a su- 
preme court reporter, census supervisor 
for New Mexico and postmaster of 
Santa Fe. In addition to heading his 
bank he is a member of the legislative 
and of the executive committees of the 
New Mexico Bar Association. 

Mr. WALTER is keenly interested in 
the’ archaeological and historical ro- 
mance of New Mexico and occupies a 
unique position in the scientific field. 
He is president of the New Mexico 
Historical Society; he assisted in the 
founding of the School of American Re- 
search and the Museum of New Mexico 
and is vice-president of both. In 1916 he 
was president of the Association for 
Science and has been secretary of the 
New Mexico Institute of Science. 

Several books of an historical nature 
and numerous magazine and newspaper 
articles have come from his able pen. 


* 


C. A. CHRISTOPHERSON, president, 
Union Savings Bank, Sioux Falls, South 
Dakota, found the practice of law a 
stepping stone to banking. Mr. Curis- 
TOPHERSON practiced in Sioux City for 
20 years subsequent to 1894. During 
that period he served his city as a mem- 
ber of the board of education, of which 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


December 30, 1939 


RESOURCES 


Cash and Due from Banks 
U. S. Government Securities 
State and Municipal Bonds . 
Stock of Federal Reserve Bank 
Other Securities 
Loans, Bills Purchased and 
Bankers’ Acceptances 
Mortgages . 
Banking Houses 
Other Real Estate Equities 
Customers’ Liability for Acceptances . 
Accrued Interest and Other Resources 


LIABILITIES 


Preferred Stock .... $ 9,118,520.00 
Common Stock 32,998,440.00 
Surplus and 

Undivided Profits . . 


Reserves 
Reserve for Preferred Stock Sinking 
Fund 
Common Stock Dividend 
(Payable January 2, 1940) 
Preferred Stock Dividend 
(Payable January 15, 1940) 
Outstanding Acceptances 
Liability as Endorser on Acceptances 
and Foreign Bills .. . 
Deposits 


40.151,108.92 


DIRECTORS 


CHARLES FROEB 
President, Lincoln 
Savings Bank 

PAOLINO GERLI 
Vice-President, 


EDWIN M. ALLEN 
President, Mathieson 
Alkali Works, Ine. 


CHARLES K. BEEKMAN 
Beekman, Bogue, a n 
Stephens & Black E. Gerli & Co., Inc. 


EDWIN J. BEINECKE HARVEY D. GIBSON 
Chairman, Sperry & President 
Hutchinson Co. CHARLES L. HOGAN 
EDGAR S. BLOOM President, Lone Star 
President, Western Cement Corporation 
Electric Co., Inc. JOHN L. JOHNSTON 


President, 
CHARLES A. DANA Lambert Company 
Manufacturing Corp. OSWALD L. JOHNSTON 


Si Thacher & 
ELLIS P. EARLE 


President, Nipissing 
Mines Co. CHARLES L. JONES 


Executive Vice-President, 
HORACE C, FLANIGAN National Distillers 
Vice-President 


Products Corp. 
JOHN M. FRANKLIN GEORGE MACDONALD 
President, United States Chairman, Federal Home 
Lines Company Loan Bank of New York 


$267,372,518.84 
282,493, 189.93 
18,941,859.61 
2,254,200.00 
52,733,411.82 


189,415,409.78 
19,786,072.17 
12,862,189.52 
3,875,913.21 
8,773,476.51 
2,645.979.47 


$861,154,220.86 


82,268,068.92 
4,343,678.49 


54,376.11 
824,959.00 


227,963.00 
9,543.607.90 


1,128,323.22 
762,763,244.22 


$861,154,220.86 


SAMUEL McROBERTS 
New York City 

JOHN P. MAGUIRE 
President, John P. Maguire 
& Co., Ine. 

Cc. R. PALMER 
President, Cluett, Peabody 
& Co., Ine. 

GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 

HAROLD C. RICHARD 
Chairman, General Bronze 
Corporation 

HAROLD VY. SMITH 
President, Home 
Insurance Co. 

ERNEST STAUFFEN, JR. 
Chairman, Trust Committee 

GUY W. VAUGHAN 
President, Curtiss-Wright 
Corporation 

HENRY C. VON ELM 
Vice-Chairman of the Board 


Principal Office: 55 Broad Street, New York City 
67 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 
Member Federal Reserve System 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 
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he was, for three years, the president. 

In 1912 he was elected to the South 
Dakota legislature and was re-elected in 
1914. At the beginning of his second 
term he was elected speaker of the 
house. In 1914 he became a member of 
the board of the Union Savings Associa- 
tion, and in 1916 became that institu- 
tion’s president. 

In 1918 he was elected to the 66th 
Congress of the United States and 
served until the close of the 72nd Con- 


gress in 1933. During that time he con- * 


tinued his connection with his law firm 
and as a member of the board of the 
Union Savings Association, which in 


1929 became the Union Savings Bank. 

In 1936 Mr. CHRISTOPHERSON was 
elected president of the Union Savings 
Bank and has since devoted his time to 
that institution. 

His career of service to city, state and 
nation is one in which his fellow bank- 
ers can take just pride. 


* 


Tuomas M. STEELE, president, The 
First National Bank and Trust Com- 
pany of New Haven, Connecticut, and 
president, Connecticut Bankers Associa- 
tion, has served continuously as a mem- 
ber of the Federal Advisory Council, 


Hidden Enemies 


A seemingly harmless wooden horse was responsible for the downfall 
of Troy. Likewise, unrecognized dangers in and about your premises 
may bring financial misfortune. 


As a bank or investment house, you cannot afford to be without the 
protection of Public Liability Insurance against claims growing out 
of injuries to the public occurring on your property. 


Your Standard agent or broker will help plan a reliable program of 
protection against these and other hazards, such as embezzlement, 


burglary, robbery, forgery. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies ... Since 1884 


representing the First Federal Reserve 
District, since 1932. He served as presi- 
dent of the New Haven Community 
Chest in 1932. He is a member of the 
American Society of International Law 
and the Academy of Political Science 
and has made frequent contributions to 
legal and banking literature. Prior to 
entering banking in 1924, Mr. STEELE 
was a member of a leading law firm. He 
is on the executive committee of the 
Connecticut State Bar Association. 
For recreation, he turns to fishing and 


golf. 
7 


HANFORD MAcNIDER, chairman of 
the board, First National Bank, Mason 
City, Iowa, entered the World War asa 
provisional second lieutenant in the 
regular army and came out as a lieu- 
tenant colonel with two Distinguished 
Service Crosses and decorations by 
France and Italy. 

He was the third National Com- 
mander of the American Legion and 


Mr. MacNider 


the first to be elected by acclamation. 
While in this position he traveled 
25,000 miles around the United States 
in 60 days with Marshal Foch. 

From 1925 to 1929 he was Assistant 
Secretary of War under President 
Coolidge. From 1930-1932 he was Min- 
ister to Canada under President Hoover. 


* 


It may be just a chrysanthemum to 
most people, but to a flower lover like 
Ratpu C. Grrrorp, president of the 
First National Bank, and Kentucky 
Title Trust Company, of Louisville, 
it is “Chrysanthemum Sinense” or 
something else like that. 

(CONTINUED ON PAGE 74) 
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THE 
New YORK TRUST 
COMPANY 


100 BROADWAY 
MADISON AVENUE AND 40TH ST. ONE EAST 571TH ST. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1939 


ASSETS 


Cash on Hand, and in Federal Reserve and Other Banks. . . . . . $162,678,813.31 
Exchanges, Collections and Other Cash Items. . . reer 15,282,292.55 
United States Government Obligations— Direct and «  168,330,096.37 
Loans, Discounts and Bankers’ Acceptances . . . eRe tere 89,587,006.75 
Interest Receivable, Accounts Receivable and Other 1,688,421.30 
Real Estate Bonds and Mortgages. . . . . @ 4,239,775.33 
Customers’ Liability for Acceptances . . . 2,547,072.36 
Equities in Real Estate . . . 930,021.16 

$466, 5 524,745.50 


LIABILITIES 


Outstanding and Certified Checks 4,169,368.07 $419,605,587.11 
Dividend Payable January 2,1940 . . .... ee 625,000.00 
Accounts Payable and Other Liabilities . . . . 1,597,067.25 
Reserve for Contingencies . . . © © © 1,000,000.00 


$466,524,745.50 


United States Government obligations are carried at amortized cost. Government 
obligations and other securities amounting to $6,0 12,633.53 in the above statement are 
deposited to secure public and trust deposits and for other purposes required by law. 


TRUSTEES 


FRANCIS B. DAVIS, JR. ROBERT A. LOVETT 


ew Yor President Brown Brothers Harriman & Co. 
United States Rubber Company 
HOWARD W. MAXWELL 


ARTHUR M. ANDERSON 
HARRY P. DAVISON N, 
J. P. Morgan & Co, . P. Morgan & Ca. ew York 


MORTIMER N. BUCKNER RUSSELL H. DUNHAM, HARRY T. PETERS 
Chairman of the Board Chairman of the Boa New York 


Hercules Powder saan DEAN SAGE 
jas B. Colgate & Co. SAMUEL H, FISHER Sage, Gray, Todd & Sims 
Lischfield, . LOUIS STEWART, SR 
ALFRED A. COOK ARTEMUS L. GATES Pere 
Cook, Nathan, Lehman President New York 


& Greenman WILLIAM HALE HARKNESS VANDERBILT WEBB 
WILLIAM F, CUTLER New York Curtis, Belknap & Webb 
_ Vice-President B. BREWSTER JENNINGS MEDLEY G. B. WHELPLEY 
American Brake Shoe & Fdy. Co. Socony-V acuum Oil Co., Inc. Guggenheim Bros. 


Member of the Federal Deposit Insurance Corporation 
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The laboratory for Mr. Grrrorp’s 

hobby is a curved-eave greenhouse 18 

x 25 feet in size. He designed his own 

potting house, which is 9 x 19 feet, 

y equipped with all the conveniences any 

HEAD OFFICE, MONTREAL §) ASSETS OVER $1,000,000,000 floriculturist can boast. An oil furnace 


LO AMIARICAN BANIKS 
WITH INTERESTS IN CANADA 


Complete correspondent service in all parts 

of Canada through more than 600 individual 

branches. Credit information and assistance in 

arranging trade connections available through 

our Business Development Department. 
Enquiries invited. 


€ 
Mr. Gifford 


THE ROYAL BANK OF CANADA with day and night thermostats pro- 


AN INTERNATIONAL BANK SERVING 29 DIFFERENT COUNTRIES vides growing warmth for the plants. 


New York Agency, 68 William Street Mr. Grrrorp says: “When the frost 
has killed flowers out of doors, this is 
accompanied by the thrill of the con- 
trast of gardening under glass; and when 
the pleasure is the greatest there is lit- 
tle, if any, work other than watering or 
spraying to be done.” 

He is obliged to share his spare time 
for gardening with such activities as 
being a director of the Louisville Branch 
of the Federal Reserve Bank of St. 
Louis and the C. & O. Railway Co. 

* 

Putte A. Benson, president of the 
Dime Savings Bank of Brooklyn, New 
York, and former President of the 
American Bankers Association, has 
long taken an active interest in Boy 
Scout work in his community. This 


: year he heads the campaign for Brook- 
Gacilities lyn’s 16,000 Scouts. 
* 

According to newspaper dispatches 

GET THIS BOOK TODAY — : James E. HENSLEY, vice-president, 

See How You Can Save Time— | - : ‘a Produce Exchange Bank of Kansas 

Worry and Money . City (Missouri), recently thwarted a 


Years of specialized training in the Bs bank bandit. 
storage of records have given us expert On the pretense of making a loan, the 


knowledge in solving storage problems. sas 
the little book illustrated here. e began to open a Suit case which he 
Yours without obligation — just mail coupon. National Bank carried and as Mr. HENSLEY bent over 
to assist him the bandit thrust a re- 
2216 West 63rd St., Cleveland, Ohio + | volver against him. 
Please Mail us your booklet, 520-B, today. of es M : Disregarding the weapon, Mr. HENs- 
. nen | LEY upset the man’s chair and aided by 
the bank guard held him until the police 
arrived. 
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Virginia 
Looks Ahead 


a. for establishing small indus- 
tries in Virginia is being studied by 
the agricultural committee of the Vir- 
ginia Bankers Association. The com- 
mittee has met with representatives of 
regional clearinghouse associations for 
preliminary discussions of the project. 

Writing to BANKING about the pro- 
gram, C. T. O’Neill, chairman of the 
committee and vice-president of the Na- 
tional Bank and Trust Company, Char- 
lottesville, explains that it is proposed 
to set up research facilities in the Uni- 
versity of Virginia which will provide 
data bearing upon various industries 
and their suitability to various sections 
of the state. The cooperation of the 
United States Department of Com- 
merce and of various state organiza- 
tions will be enlisted. 

Another phase of the work, says Mr. 
O’Neill, contemplates placing in the 
field industrial agents, each studying 
the possibilities of a limited area. 

“Of course,” writes Mr. O’Neill, 
“the idea is to use as far as possible 
local raw products and natural re- 
sources in establishing industries which 
we hope will fit in with and not greatly 
disturb the agricultural and rural life of 
our state. We feel that this program will 
supplement the income from agriculture 
and provide a means of absorbing the 
unemployed in these areas.” 


Below, left, W. M. Vermilye, vice-pres- 
ident of the National City Bank of New 
York, with Lewis H. Brown, president of 
the Johns-Manville Corporation, at the 
ceremonies in which Mr. Brown re- 
ceived the Vermilye medal for his 
“work in executive management in 
industry” 
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New freedom 


New speed, less fatigue, through the 
hardest day’s work with this new 
easy-action L C SMITH typewriter. 
New typing aids, also, to save time 
and energy. For example: 


A remarkable Automatic Margin Set 
(both right and left stops controlled 
by a single lever). New Concealed 
Touch Selector... New Linespace 
Mechanism. Retained, too, are the fa- 
mous Smith Floating Shift, Inter- 
changeable Platen, and other features 


SECRETARIES: Send 
coupon forthis new 
edition of “Tips to 
Typists”...a useful 
little booklet of 
ideas 
on typing. Free on 
request. 


for secretaries 


making for speed and operating econ- 
omy. 

You should see this machine, of 
course. Better yet, have your secre- 
tary try it...and enjoy the new free- 
dom which its continued use will 
give. Free demonstration in your 
office... phone any L C Smith branch 
office or dealer. 


L C Smith & Corona Typewriters Inc 
Desk 2,175 Almond St., Syracuse, N.Y. 


L€ SMITH 


LC SMITH 


... TOMORROW’S TYPEWRITER— TODAY! 
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ASK BANKING 


Prizes Every Month! 


Each month $5 will be paid for the best 
question submitted to this department, 
and $2 will be paid for all other ques- 
tions answered here. Generally, the 
questions should be related to bank 
methods and operations. Other ques- 
tions will be answered by letter. 

Answers will be given by E. S. WOOL- 
LEY, who conducts the department, 
and other operations authorities of 
BANKING. 


Following is the question that wins the 
$5 award this month. 


Some years ago, all we heard at bank- 
ers’ conventions was secondary reserves 
in the form of bonds. We rarely ever 
hear anything about secondary reserves 
any more. Have they gone out of style 
or are the advocates a little shy? Or 
should there be such a thing as a sec- 
ondary reserve and, if so, in what form? 


‘LARGE PART of the unsatisfac- 
tory condition of bond accounts 
can be attributed to lack of a clear 
definition of the term, “secondary re- 
serve.” In the final analysis, a second- 
ary reserve is a form of asset invest- 
ment which can be turned into cash 
easily and quickly without capital loss. 
Analysis of a great many bond accounts 
discloses the fact that bond accounts 
can qualify under this definition but 
that few of them have done so. 
Many banks buy bonds on the as- 
sumption that they are a liquid asset 


CHECKS. Individualized Pocket Checks. 
Todd Company, Inc., 1122 University 
Avenue, Rochester, New York. A set 
of three leaflets describing the benefits 
to the depositor and the bank of low- 
cost individualized checks. 


INSURANCE. Loss Prevention First— 
Indemnity Always. The Maryland Casu- 
alty Company, Baltimore, Maryland. 
Reprint of an address by K. C. Bell, 
Second Vice-President, Chase National 
Bank, New York City, before 1939 
A.B.A. Convention in Seattle. 


BONDS. Year-End Bond Review and 
The 1939-1940 Municipal Bond Market. 
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and, as such, provide the secondary re- 
serve so essential to the conduct of a 
safe and profitable bank. The true test 
of the liquidity of an asset is its ability 
to be converted into cash without a loss. 
Commercial paper, bankers’ accept- 
ances and trade acceptances meet this 
test because they represent money ad- 
vanced for the conduct of trade and 
will be converted into cash at a definite 
date in the immediate future. 

Bonds, on the other hand, fail to meet 
it because they are financing invest- 
ments of a more or less permanent na- 
ture. The only thing which enables 
bonds to meet the requirements of a 
bank’s secondary reserve at all is the 
fact that the exchanges provide a mar- 
ket where bonds can be disposed of at 
some price, though that price may be 
but a fraction of the original cost. 

If it were not that these exchanges or 
principal market places provided mar- 
ketability, bonds would be entirely use- 
less for liquidity purposes. This fact, in 
general, was well emphasized by mu- 
nicipal bonds during the financial de- 
pression. In many cases no market 
could be found for such bonds because 
they had no central point of exchange. 
Because, then, bonds must be sold in 
order to be converted into cash, the 
marketability of each issue in a bank’s 
portfolio becomes of prime importance. 

This term “liquidity,” however, is 
one which, like so many other terms, 
carries different thoughts to different 
minds. The liquidity of a going concern 
should not be confused with the amount 


BOOKLETS. 


Two pamphlets issued by Halsey, 


Stuart & Co., Inc., Chicago and New 


York, giving brief reviews of the under- 
lying factors in the bond market during 
1939 and what can be expected this 
year. 


INSURANCE. Engine-Engine. The 
Home Insurance Company, New York, 
N. Y. A 63-page booklet illustrating 
“The Story of Fire Protection” by 
Kenneth Holcomb Dunshee. Contains 
numerous colored pictures of fire fight- 
ing apparatus of the 17th and 18th cen- 
turies, together with brief histories of 
some volunteer fire companies. 


of the total assets which could be liqui- 
dated by a liquidating concern. This is 
true because forced liquidation so fre- 
quently depresses prices below real 
values to an unpredictable amount. The 
liquidity statement of a bank, under 
ordinary conditions, therefore, should 
consider only that portion of the port- 
folio which can be transferred into cash 
without having to sustain a loss. If securi- 
ties can be liquidated immediately 
only by sacrificing a part of their value, 
they do not belong in a bank’s liquidity 
statement. For example, no substan- 
tially large block of any series of “other 
bonds” can usually be offered without 
depressing the price of that particular 
issue. 


Does the method of filming checks 
(approximately 800 daily) (a) actually 
save enough labor hours to pay its own 
way? (b) provide a record as satisfactory 
and convenient as the old scratcher 
method? 


Eigen COST of filming about 800 
checks per day would total about 
$25 per month, including the rental of 
the machine and postage on the films. 
Against this there is the saving in time 
and stationery in the transit and book- 


keeping departments. The photo- 
graphic method has materially reduced 
costs in these departments in both large 
and small banks. 
The photographic record provides a 
better proof than the old scratcher, as 
(CONTINUED ON PAGE 78) 


FILING. Super-Visible. Acme Visible 
Records, Inc., 8 South Michigan Ave- 
nue, Chicago, Illinois. A 24-page catalog 
showing what is said to be an entirely 
new type of visible record equip- 
ment combining compactness with low- 
cost. 


DICTATING MACHINES. Don’t Work 
So Hard. By Roger Denbie. Thomas A. 
Edison, Inc., West Orange, New Jer- 
sey. The advantages of “voice writ- 
ing” described in 11 short chapters 
that have such catchy headings as 
“Have You a Secretary or a Bell- 
Hop?” 
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Now! A Window-Plan Machine 


Name W.P.Stewart 


Address 16503 Wisconsin Avenue 


WITHDRAWALS 


FIRST NATIONAL BANK 


BURROUGHSVILLE 


Ta Acct. With Stewart Account. No. 432 


r 
\MEMO.. WITHDRAWALS 


O 
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This low-priced window-plan machine is one of the most 
/ SAVINGS ACCOUNTS 


recent Burroughs developments. It posts any type of eacesaaseial 
passbook, including savings, small loans, Christmas H pn , 
(CHRISTMAS CLUBS 


clubs, school savings and mortgage loans. 


7 H / SCHOOL SAVINGS 


Of course it provides such standard Burroughs features pints 
MORTGAGE LOANS 


as compactness, speed, ease of operation, and the Bur- Kgos 


roughs bank keyboard. And it is so much lower in price | =] sans J 
than any other window-plan machine that any bank S00 


may now have one at each savings window regardless of aa io 
fluctuating volume and peak periods. Due to its flexi- 
bility, it may also be used for any adding or subtracting 


work in the bank. 


For complete information, telephone your local Bur- 
roughs office. Or, if more convenient, write direct to— 


BURROUGHS ADDING MACHINE COMPANY 
6302 SECOND BLVD., DETROIT, MICHIGAN 


Burroughs 
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lr one-third of your deposits 
consisted of funds of custom- 


ers engaged in one industry, 
it would be to your interest to 
keep well posted as to the needs 
of such industry so that you 
might serve these depositors 
well. 


We accept that theory as sound 
policy. We therefore specialize 
in the facilities we provide for 
and extend to our bank corre- 
spondents whose funds in our 
hands constitute one-third of 


our deposit liabilities. 


eee THE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$42,000,000 


Member of Federal Deposit Insurance Corporation 


ASK BANKING — Continued 


it is an indisputable copy of the original 
items. For example, a ledger sheet in 
the individual ledgers can show different 
figures from those shown on the state- 
ment mailed to the depositor. A photo- 
graph of that statement, however, is an 
exact copy. There are many other ways 
in which photographic equipment 
proves its worth to banks, among which 
is the opportunity to increase the value 
of the bank’s service to depositors 
through supplying legal copies of checks 
at any time. 


Does it pay a bank to install any of 
the various ‘no-minimum-balance” 
checking plans, such as “registered 
check’’, *“‘checkmaster’’, etc.? 


— BUSINESS, or department of a 
business, requires a minimum vol- 
ume in order to recover irreducible ex- 
penses. Where that volume is insufli- 
cient the selling prices cannot be raised 
high enough to cover those costs. 
Therefore, potential volume should be 
found before any system is installed. 

There is also the angle of public rela- 
tions to be considered in this matter. 
Much of the thoughtless antagonism of 
banking originates with persons who 
have no banking connections. No-mini- 
mum-balance checking accounts enable 
banks to offer their services to a greater 
number of people and therefore enlarge 
their scope of personal contacts. Some 
banks using this class of checking 
service have found that it is a feeder for 
their personal loan departments. 


On investment bonds purchased at a 
discount, is it the general practice of 
banks to amortize the discount on such 
purchases? 


O—or at least it should not be. 
There is a very decided difference 
between premiums and discounts. To 
spread discounts over the life of a bond 
is to anticipate income that may never 
be realized. Some banks enter all bonds 
on the books at par and debit or credit 
the differences to a “premiums and dis- 
counts account.” Actually this is not 
good practice. The valuation of assets 
on the basis of “cost or market, which- 
ever is lower” is sound accounting and 
conservative management. Premiums 
usually decline as a bond nears its ma- 
turity. The mere fact that one can be 
purchased at a discount is evidence 
that there is some weakness somewhere, 
and there cannot be any basis for as- 
suming that such a condition is going to 
decrease with a regularity that would 
permit of a monthly credit to income. 


BANKING 


N SELLING anything — from books to bank services 
—the old adage holds: You must first be sold on 
it yourself! 

What things shape the opinions of officers and 
employees about their own institution ? Well, there are 
new departments, new buildings and similar factors 
which may take years to supply. 

But there’s one important and everyday factor which 


you can supply at once—and that’s stationery. Checks, 


checkbooks, letterheads, statement sheets and the 


other forms which employees as well as customers 
handle all the time. Well-planned and well-designed, 
they're like a fresh collar to start a new day. 

Any representative of a house belonging to this 
Institute will gladly show you that crisp quality and 
perfect lithography, engraving and printing are not a 
matter of price, but of equipment and “know-how.” 
Why not talk to him? Perhaps your employees could 
take even more pride in their institution. 


SEND FOR BOOKLET, “JUST GIVE ME ONE GOOD IDEA" 


THIS ADVERTISEMENT IN THE INTEREST OF BETTER 
RELATIONS BETWEEN BANKS AND PUBLIC IS SPONSORED BY 


THE INSTITUTE OF 
BANK STATIONERS 


51 EAST-42ND STREET + NEW YORK 
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UURTHER improvement in the 

machinery of state bank super- 

vision is revealed in a study made 
by the State Bank Division, American 
Bankers Association. 

Since 1924 the Division, at intervals 
of five years, has surveyed the organi- 
zation and functions of the state bank- 
ing departments. The most recent 
study, in 1939, is the fourth in the 
series. 

Interest of the Division in this project 
has been prompted and maintained by 
the realization, shared by bankers 
generally, that efficient, capable super- 
vision is vital to the preservation of a 
sound state banking system. The bet- 
terment of that system is the chief aim 
of the Division, which thus takes par- 
ticular satisfaction from the record of 
progress shown by the surveys over the 
15-year period. 


LONG STEPS FORWARD 


STRENGTHENING of the supervi- 
sory setup is seen in such accomplish- 
ments as: the creation of banking boards, 
extension of the banking commissioners’ 
powers, provisions for more adequate 
terms of office and salaries, elimination 
of partisan politics, establishment of 
suitable minimum capital requirements 
for banks, and provision for an adequate 
number of qualified examiners in each 
state. 

In the past 10 years the function of 
bank supervision has developed into a 
more important office of state govern- 
ment in a large majority of the states. 
The recent survey discloses that the 
banking department is a separate unit 
in 39 of the 47 states reporting last 
year. From 1934 to 1939 there was 
slight change in this respect, inasmuch 
as independent banking departments 
had been established in most states 
between 1929 and 1934. The comparison 
between ’29 and ’39, however, is 
significant, as a decade ago only 28 
states had independent banking depart- 
ments (i.e., not subordinate to another 
state department). 

Although banking constantly grows 
more complex and the powers and re- 
sponsibilities of the chief supervisory 
officers have been greatly increased, 
there is still much to be done toward 
putting the office of commissioner on a 
professional or career basis. In only two 


State Bank Supervision Progresses 


states, Alabama and Colorado, is he 
selected by civil service examination. 
In 40 of the 47 reporting states he con- 
tinues to be appointed by the Governor; 
41 states used this method in 1934, 42 
in 1929, and 40 in 1924. 

The Committee on State Legislation 
of the American Bankers Association 
has recommended that if the merit 
system is not employed, the commis- 
sioner be appointed by the Governor, 
by and with the advice and consent of 
a state legislative body, from a list of 
eligibles having certain specified quali- 
fications, submitted by the state bank- 
ing board. 

Qualifications imposed by statute for 
the office of commissioner are now 
somewhat higher than five years ago; 
there appear to be only 13 states that do 
not provide requirements, compared 
with 15 in 1934. Nine states have a 
general requirement of knowledge and 
practical banking experience; 17 specify 
at least five years’ experience. Nine 
states also stipulate that the com- 
missioner shall not be interested directly 
or indirectly in any bank in the state, 
and in eight it is necessary that he be a 
citizen or resident of the state for a 
certain period. 


COMMISSIONER QUALIFICATIONS 


AMONG the qualifications recom- 
mended by the Committee on State 
Legislation are those pertaining to 
character, residence and citizenship, 
independence from partisan politics, at 
least five years’ experience in banking, 
and that the commissioner have no 
interest in any financial institution in 
the state. 

Terms of office of bank commis- 
sioners have been lengthened some- 
what during the past decade, the most 
general term being four years, which is 
the rule in 25 states. The recommenda- 
tion of the Committee is that “the 
commissioner shall serve for a period of 
at least six years, and may succeed 
himself by reappointment.” 

From 1934 to 1939 salaries of com- 
missioners in 16 of the 44 states report- 
ing this information in both surveys 
have been increased. The average com- 
pensation in 1939 was $5,657, in 1934, 
$5,363, in 1929 $5,883, and in 1924, 
$5,093. The Committee on State Legis- 
lation has recommended that “the 


salary of the commissioner shall be at 
least equal to that of the highest paid 
department head in the government of 
the state.” He should also be reim- 
bursed for actual and necessary official 
traveling expenses. 

In every state except North Carolina 
the bank supervisor has duties other 
than supervising state chartered banks. 
By far the most common of the other 
duties is the supervision of building and 
loan departments, credit unions and 
small loan companies. Other duties 
frequently reported are the supervision 
and regulation of the sale of securities, 
receivership and liquidation of closed 
banks, and supervision of cooperative 
and industrial banks. 


GROWTH OF BANKING BOARDS 


NOTEWORTHY progress continues to 
be made in the movement to provide 
banking boards to assist the commis- 
sioners. The 1939 survey shows that 25 
of the 44 states reporting have these 
bodies, as compared with 21 in 1934 and 
12 in 1929. Maryland, Massachusetts, 
New Jersey and Pennsylvania have 
established boards since 1934. The 
duties most frequently delegated to 
the boards are advising and conferring 
with the commissioner on banking 
questions, passing on applications for 
new charters, and the exercise of 
supervisory powers over state banks in 
conjunction with the commissioner. 

The banking departments in a ma- 
jority of states are better staffed with 
examiners than they were five years 
ago. The number of examiners has been 
increased in 20 states, reduced in 18 
and remains unchanged in eight, but 
31 states now have more examiners in 
proportion to the number of banks than 
in 1934, and 38 states have more ade- 
quate staffs than in 1929. 

In 20 states the supervisors have full 
power to select their own examiners, 
compared with 31 states in 1934 and 
32 in 1929. In 12 states the commis- 
sioners make the selections with ap- 
proval from the Governor, the banking 
board, or otherwise. A dozen states 
select their examiners by civil service. 
Assignment of examiners to definite 
territories is followed by 18 states com- 
pared with 22 in 1934 and 23 in 1929. 
However, there is periodic rotation of 
assignment. Statutory qualifications are 


BANKING 


rec 
20 
an 
ex 
sti 
pa 
m 
st 
pe 
q 
T 
be 
Si 
a 
a 
e 
b 
\ 
( 
80 


required for the position of examiner in 
20 states; 15 have no requirements, and 
in 12 the work is under civil service. 

The uniform statement of condition 
and report, which was adopted by the 
executive committee of the National 
Association of Supervisors of State 
Banks in 1938, has been accepted in 23 
states, while seven are using it either 
partially or with modifications. 

The move to establish higher mini- 
mum capital requirements for new 
state banks has continued during the 
past five years. Since 1934 these re- 
quirements have been increased in 
five states and reduced in only one. 


The prevailing initial amount is $25,000, | 


being stipulated as the minimum in 25 
states compared with 22 in 1934. In 
addition, in 29 states paid-in surplus for 


a new bank is required by law, and in | 
eight it is mandatory by rule of the | 


banking department. 


MANDATORY SURPLUS ADDITIONS | 


FORTY states have mandatory re- | 
quirements regarding additions to sur- | 
plus from profits, or make definite | 


restrictions as to the payment of 
dividends so long as the surplus does not 
equal a percentage of capital stock. 


Full power to authorize or deny | 


charters for new state banks is exercised 
by 22 commissioners, compared with 21 
in 1934 and 16 in 1929. In seven states 
the supervisors have the power to pass 
on charters, subject to the approval of 
the banking board or other agency. 
In checking unsound practices, the 
supervisors of 40 states have the power 
to compel a bank to discontinue such 
usages when revealed by examination. 
Six banking boards have this power. 
Many strong points are to be noted 
in the banking laws of the various 
states, but elements of weakness still 
appear. Among the latter are: Too 
brief a term for the commissioner; 
uncertainty of tenure; method of ap- 
pointment; political influence in ap- 
pointments; need for the merit basis; 
lack of standard qualifications for the 
commissioner ; inadequate salaries; sala- 
ries subject to change at each session of 
the legislature; lack of authority to 
remove incompetent officers and to deal 


management; limited authority over 
industrial banks. 


Suggestions for proposed new bank- | 
ing legislation include: Limitations on | 


real estate mortgages; prohibition of 


banks’ purchasing stocks as invest- | 
ments; removal of double liability on | 
bank stock; proper supervision for re- | 
moving inefficient officers; authority to | 


deal with unsound and _ inefficient 
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practices; giving commissioner the right 
to remove officers after hearing; revi- 
sions to meet present conditions and 
eliminate conflict with Federal instru- 
mentalities; supervision of management 
of state banking institutions; make 
bank department self-sustaining; re- 
move banking department from politics; 
civil service; better salaries for examin- 
ers; placing bank examination on a 
career basis; longer term of office; more 
adequate salary; and appointment of 
commissioner removed from effect of 
politics. 

Members of the Committee on State 


Banking Departments are: James H. 
Penick, executive vice-president, W. B. 
Worthen Company, Little Rock, chair- 
man; W. J. Breidenthal, cashier, River- 
view State Bank, Kansas City, Kan.; 
H. A. Brinkman, vice-president, Harris 
Trust & Savings Bank, Chicago; Willis 
Johnson, president, Citizens Bank & 
Trust Co., West Point, Ga.; C. J. Kirsch- 
ner, vice-president, Markle Banking & 
Trust Co., Hazleton, Pa.; R. R. Rollins, 
vice-president, Bankers Trust Co., Des 
Moines; Frank W. Simmonds, Senior 
Deputy Manager, American Bankers 
Association, New York, secretary. 
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from an increasing number 
of banks who are getting 
prompt, interested service 


on Atlanta Items 


ULTON NATIONAL 


ATERNTA: ( 


Declare a dividend of convenience 


—on every desk, 


and customer satisfaction — with 
{not a fountain pen} 


| Low ink bills. $2.50 to 


Here’s your best investment in better employee 
and customer relations. Just pick up the popular 


| Handi-pen, and it writes — instantly, smoothly. 


The point rests in fresh ink (a year’s supply in one 
filling!) Ends refilling nuisance. No bother and 
strain of constant dipping, clogging, flooding. 
5.00 — including beauti- 
ful Deluxe sets for executives. HP-5 illus., $4.00. 


with unsound practices and inefficient | Write today for Handi-pen on 10-day free trial. 


You get praise instead of wise- 
cracks, and save money too—with 
HP-4 (illus.) on lobby desks. 


Attached to its anchored base by 

a 24” chain to avoid lost pens 
and spilling. 
$3.00 each. 


Please ship me.******* 


HP. 


Tear out coupon and mail today} ———— 


Sengbusch Self-Closing Inkstand Co. 
2B Sengbusch Building 
Milwaukee, Wisconsin 


Note: Any HP-5 
DeLuxe Set can be 
supplied with this 
24” chain and ad- 
hesive feet at addi- 
tional cost of 25c. 


Name.... 
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Finance Paper Forgery Protection 


j ime keep pace with the current insur- 
ance needs of customers, the Surety 
Association of America has promul- 
gated a Bankers Forgery Bond Lenders 
Form, designed to protect lending in- 
stitutions against loss through forgery 
of finance paper,—coverage not previ- 
ously available. 

Certain necessary forgery coverage 
has been available under Insuring 


Clause D of Bankers Blanket Bonds 
giving coverage principally with respect 
to checks, and Securities Bond No. 3 
giving coverage principally with respect 
to portfolio securities. That these con- 
tracts, however, were not designed to 
meet the need of indemnity against loss 
through forgery of finance paper is 
clearly evident from the fact that Insur- 
ing Clause D gives no coverage for losses 


A 


Since its inception in the 
year of Lincoln’s Gettysburg 
_address, Fireman’s Fund has 
‘ reflected the character of its 
rugged founders. * During 
‘its 77 years it has met every 
obligation in full, settling 
over a quarter of a billion in 
claims. Today assets exceed 
$42,000,000 and policy- 
holders’ surplus $24,000,000 
—evidence of ability to 


meet future obligations. 


Ask Your Home-Town Agent 


TREMAN'S FUND GROU 


FIREMAN’S FUND INSURANCE 


HOME FIRE & MARINE 


Insurance ( ompany 


OCCIDENTAI 


Insurance ompany 


STRENGTH 
PERMANENCE. 
STABILITY 


COMPANY 
FIREMAN'’S FUND 


Indemnity Company 


OCCIDENTAI 


Indemnity Company 


SAN FRANCISCO 


New York 


( hicage 


OVE BK 11.000 


Boston 


Ht OME 


Atlanta Los Vnoele 


N 


due to the discounting of forged prom- 
issory notes, and Securities Bond No. 3 
excludes from coverage the types of 
notes most commonly dealt with in the 
field of consumer financing. 

The new contract may be issued to 
national, state and Morris Plan banks, 
trust companies and industrial banking 
institutions. There was some question 
as to the most suitable way in which to 
give this added forgery coverage. It 
might have been included under either a 
Bankers Blanket Bond or a Securities 
Bond No. 3. The including of this coy- 
erage under Securities Bond No. 3, 
however, would not have made the 
coverage available to the widest possible 
field because Securities Bond No. 3 is 
not as widely held as the Bankers Blan- 
ket Bond contracts. Including the pro- 
posed coverage under Bankers Blanket 
Bonds would have imposed a limitation 
as respects a single loss by reason of the 
definition of loss contained in Bankers 
Blanket Bonds. It would likewise have 
limited the amount of coverage on this 
particular hazard to the amount of the 
Bankers Blanket Bond—an undesirable 
result in some instances. It would also 
have caused an increase in restoration 


| premium in case of loss. 


Because of these disadvantages, it 
was decided to give the coverage sepa- 
rately. The giving of such separate cov- 
erage also makes it simpler to keep 
segregated experience, saves the insured 
on restoration premiums and enables 
the insured to take out additional cov- 
erage on this particular exposure if an 
amount in excess of the amount of its 
Bankers Blanket Bond is desired. 


OF UNITED STATES savings bonds 
outstanding, 26 per cent are held by 
skilled laborers, 23 per cent by clerical 
employees, 16. per cent by domestics, 20 
per cent by other individuals and 15 
per cent by banks, trust companies, in- 
surance companies and other corpora- 
tions and associations. 


* 


IN 1937-38 AGENTS of the Secret 
Service Division of the Treasury ar- 
rested 3,075 persons on charges of coun- 
terfeiting, forgery and similar offenses 
against the Government. Of these, 651 
were note passers, or counterfeiters, 31 
were note raisers and passers of altered 
currency, 559 were coin counterfeiters 
and passers, and 1,664 were check forgers. 
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Some Facts About Term Loans 


EW YORK state banks and trust 
companies made more than 4,300 
term loans for a total of $277,000,000 in 
the first 10 months of 1939, William H. 
White, superintendent of banks, said in 
his annual report. 

Data on the loans was obtained by 
the banking department in a question- 
naire to which 279 state institutions 
replied. 

“The survey indicates,” said Super- 
intendent White, “that, with few ex- 
ceptions, the banks and trust companies 
receiving applications for term loans 
granted a substantial percentage of such 
applications. It is interesting to note, 
however, that about 50 per cent of all 
institutions reporting had received no 
requests for term loans. 

“The data submitted indicate that 
applications were not refused without 
examination. Poor financial conditions, 
inadequate earning power, speculative 
nature of business, poor management, 
borrowing heavily already, or poor credit 
record, were the reasons usually cited for 
declining applications for term loans.” 

Going into detail, Mr. White reported 
that of the term loans granted about 40 
per cent in number and 60 per cent in 
amount were for periods of from two to 
five years. Twenty-two New York City 
institutions granted 566 term loans for a 
principal amount of $268,000,000. Ap- 
proximately 350 of these loans, aggre- 
gating $170,000,000, were for two to 
five year periods, while 65, amounting 
to $65,000,000, were for more than five 
years. Elsewhere in the state, 104 banks 
made more than 3,800 term loans for 
$9,287,000, more than 1,500 loans total- 
ing $5,400,000 being for two to five 
years and 40 loans amounting to $2,- 
600,000 being for over five years. 


Only 69 institutions reported declin- 
ing any requests for this kind of credit; 
the total number of applications refused 
was 367. 

One New York City institution 
stated that it did not include term loans 
in its lending program, while five up- 
state banks replied that they refrained 
from encouraging such loans. Only 69 
institutions reported declining any re- 


Reports obtained by the department 
did not include mortgage loans or those 
in personal loan departments, although 
some institutions outside New York 
City did include loans made to finance 
the purchase of consumer goods. 


The Export-Import Bank of Wash- 
ington is subject to the laws governing 
national banks, including the require- 


quests, the total number of such appli- 
cations refused being 367. 


STATEMENT OF CONDITION 


Mercantile-Commerce 
Bank and Trust Company 


~ St. Charles 


DECEMBER 30, 1939 


THE RESOURCES 


U.S. Government Obligations, direct and guaranteed 
(including $11,879,259.58 Pledged*) . ...... 


Other Bonds and Securities ............... 


$70,940,319.26 


66,731,192.89 
31,125,190.53 


Stock in Federal Reserve Bank in St. Louis ...... 402,000.00 
Real Estate (Company’s Building)............ 2,350,000.00 
Other Real Estate (Former Bank of Commerce Bldgs.) . 1,500,000.00 
Customers’ Liability on Acceptances and Letters 

30.00 


$202,762,936.66 


THE LIABILITIES 


$2,829,766.89 
Reserve for Dividends Declared . ‘ 300,000.00 


3,129,766.89 


Reserve for Interest, Taxes, etc... 474,976.47 
| Unpaid Dividends .. 2,938.50 
HI Bank’s Liability on Acceptances and Letters of Credit 165,972.42 


Deposits, Secured: Public Funds . . $ 10,320,045.08 
Other Deposits, Demand. ..... 142,999,533.25 
Other Deposits, Time ........ 32,264,110.36 185,583,688.69 


$202,762,936.66 


*All Securities pledged are to the U. S. Government or its Agents, State of 
Missouri and the City of St. Louis, to secure deposit and fiduciary obligations. 


MEMBER 


FEDERAL 


DEPOSIT INSUR NCE 


CORPORATION 


BELL SYNDICATE 
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ments on reserves against deposits—which 
the bank does not accept. 


| 
| 
St-Louis | 
| 
| 
| 
| 
| 
| 
il 
$10,000,000.00 
ical 
20 
Wee | 
ar- il | 
oN SES a) | | 
See 
ING 83 


Money at 1,131 Per Cent 


NS account of the practices of illegal 
money lenders and the methods 
they use to get around or repeal regu- 
latory laws is given by William Trufant 
Foster in the pamphlet Loan Sharks and 
Their Victims, published by the Public 
Affairs Committee, New York. 

In one southwestern city records of 
2,554 loans from 72 illegal companies 
showed that the borrowers had paid 
$85,000 in interest on loans amounting 
to $55,757. The average interest rate on 


the first 1,000 cases was 271 per cent 
and the highest was 1,131 per cent, the 
pamphlet states. In one instance an 
outlaw lender is said to have taken 
$1,053 in nine years on a $20 loan. 
“Tllegal lenders are shown to flourish 
chiefly where legal lenders are unable to 
operate because of faulty or inoperative 
laws,” says a summary of the study. 
“Recent investigations in Florida, 
Georgia, Missouri, Oklahoma, Tennes- 
see, Texas and Washington have dis- 


Dank of America 


NATIONAL ASSOCIATION 


CALIFORNIA’S ONLY 


STATEWIDE BANE 


Condensed Statement of Condition 


December 3 


0, 1939 


RESOURCES 


Cash in Vault and in 
Federal Reserve Bank 


Securities of the United States 


Government and Federal Agencies .. 
State, County and Municipal Bonds . . . 


Other Bonds and Securities 
Stock in Federal Reserve Bank 
Loans and Discounts 


Accrued Interest and Accounts Receivable 


Bank Premises, Furniture, Fixtures 
Safe Deposit Vaults 

Other Real Estate Owned 

Customers’ Liability on Account of 


$ 159,684,750.15 
88,581,164.01 


434,691,060.77 
130,542,539.24 
36.245,071.32 
2.790,000.00 
711,054,696.57 
7,.359,920.15 
and 
31,530.765.10 
7,182,032.53 


Letters of Credit, Acceptances and 


Other Resources. . 


TOTAL RESOURCES 


LIABILI 


Undivided Profits 
Reserves 
Reserve for Interest, Taxes, Etc. 


Reserve for Interest Received in Advance : 


18,281,457.98 
642,819.95 


$1,628,586,277.77 


TIES 
$ 50,000,000.00 
44,000,000.00 
22,845,841.75 
2,007,523.83 
391,657.92 
7.733,706.57 


Liability for Letters of Credit and as 


Acceptor, Endorser or Maker on 


Acceptances and Foreign Bills . . 


DEPOSITS: 
Demand 
Savings 

and Time 


18,815,871.91 


$ 642,792,093.41 


839, 582. 38 1,482,791,675.79 
TOTAL LIABILITIES 


$1.628,586,277.77 


This statement includes the figures of the London, England, 
banking office: 12 Nicholas Lane, E.C. 4. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


SAN FRANCISCO 


LOS ANGELES 


495 Branches Serving All California 


closed particularly bad conditions, al- 
though at least a dozen other states lack 
effective regulation. 

“In several states, the loan sharks 
escape regulation by means of the 
salary-buying dodge. Actually, they 
lend money; technically, they merely 
buy the right to collect a part of the 
victim’s wages on the next pay day. 

“Efforts on the part of bar associa- 
tions, social work agencies, and public 
spirited citizens to obtain adequate 
regulation have been hampered by ef- 
fective loan shark lobbies. These have 
taken advantage of the seemingly high 
rates charged by legal agencies to pose 
as reformers in seeking a maximum in- 
terest rate so low that the legitimate 
agencies cannot operate, leaving the 
field to the bootleg lenders. 

“Tn several instances, when other 
devices failed, loan sharks have resorted 
to such tricks as attempting to bribe 
honest legislators to vote for a regula- 
tory bill. This has invariably caused 
such an outburst of indignation that 
regulation has been defeated. 

“Even when no bribes are offered, it 
is customary for the loan sharks to see 
to it that at least one member of the 
legislature rises, just before a vote is 
taken, and denounces the advocates of 
the bill for trying to bribe him. This 
usually prevents some members from 
voting for the bill, lest they be suspected 
of having accepted bribes. 

“Despite such setbacks, substantial 
progress is shown to have been made 
recently toward control of illegal lend- 
ing. Experience in the 30-odd states 
where satisfactory legislation exists, 
confirms the effectiveness of regulation 
once it has been enacted.” 


A County Program 


— just completed by the 
Rockland County (New York) 
Bankers Association consisted of three 
seminar sessions on bonds in rela- 
tion to secondary reserves and invest- 
ment accounts, and current events 
as they influence banking and securi- 
ties. Meetings were held monthly in 
three county towns, thus accommodat- 
ing all bankers in the association. 

The seminars were an integrated 
sequel to the bond portfolio conferences 
conducted last Winter by the New York 
State Bankers Association. 
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FACTS FOR BANKS 
(CONTINUED FROM PAGE 19) 


investment funds is now in bonds. The change has brought 
new and difficult problems to all bankers. We believe, there- 
fore, a man well versed in the fundamentals of bank invest- 
ments can be of great service to our membership. It must be 
stated clearly and with emphasis that we have no intention 
of trying to tell any bank what bonds it should buy. We are 
not going to offer anything in the nature of an investment ad- 
visory service. Facilities of this kind are already available 
through correspondent banks and the well known counsel- 
ling agencies are adequate. But there are certain fundamental 
principles which all banks, regardless of size, must follow if 
their portfolios are to be kept sound over the years and it is 
in these matters that we shall concern ourselves. 

We shall have a man who by experience and training is 
thoroughly able to give to the banks sound help on these 
underlying principles not only through special studies but by 
conferences and talks with bankers throughout the country. 

Insurance is another field which will receive attention in 
this enlarged program. Through conferences in various cities 
between bankers and the men who are thoroughly versed in 
the work of the Committee on Insurance and Protection, we 
shall be able to furnish money-saving advice and assistance. 

In 1936, it is estimated that the members of the A.B.A. paid 
to domestic surety companies premiums amounting to 
$12,000,000 for blanket bonds alone. Through the efforts of 
the Association, the premium amount was reduced first by 
10 per cent and later by 12 per cent more,—an estimated 
saving in two years of $2,500,000. Savings in premiums on 
other sureties for the same period aggregate not less than 
$660,000. Member bankers are saving, therefore, an aggre- 
gate of more than $1,500,000 annually, equivalent to a cash 
dividend of more than 300 per cent on total membership 
dues. These savings are permanent; they continue year after 
year. A further dividend, less tangible, has been paid in the 
form of improvements in these insurance contracts. It is this 
type of work that will be greatly extended and augmented 
under our program. 

In addition to all these things that I have mentioned, we 
are planning to furnish a larger supply of news from Wash- 
ington regarding developments of interest to member banks. 

These broader Association aids to the banking field will be 
possible with the increased facilities at our disposal. The 
men who are joining our staff are thoroughly familiar with 
the work to which they are being assigned. Together with 
their colleagues in the various long-established departments 
of the Association, they will be able to build up files of in- 
formation to provide member banks with factual equipment. 

Of major importance, obviously, is the assurance that we 
shall have a bountiful storehouse of facts from which we can 
draw, as needed, the material for constructive proposals of a 
legislative kind in furtherance of good banking, as well as for 
combating proposals and practices which we feel to be con- 
trary to public welfare. 

What it means is simply this: We are enlarging our fact- 
finding facilities so as to provide more complete, better 
integrated, and practical information for all banks. We want 
to increase constantly, disseminate and explain thoroughly, 
the data that must be available if banking service is to con- 
tinue to improve, and to this end we plan a broad, continued 
fact-finding effort in agricultural credit, consumer credit, 
mortgage loans, investments, insurance and bank manage- 
ment. These activities, of course, are in addition to those the 
Association has been carrying on through the years. 
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OF CLEVELAND 
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Statement of Condition 


DECEMBER 30, 1939 


ASSETS 


Cash and Due from Banks 
United States Government Obliga- 
Other Securities . 18,218,017.48 
Capital Stock of The National City 
Building Co. . & 
Real Estate Owned . 
Loans and Discounts 
Accrued Interest 


$ 84,476,049.68 


2,075,000.00 
73,102.27 
44,386,657.69 
401,036.44 


Customers’ Liability on Acceptances 
and Letters of Credit 


Customers’ Liability on Loan Com- 
mitments 


Other Assets . 


2,903,792.59 


350,370.39 
108,981.80 


$204,169,891.79 


LIABILITIES 


$ 9,000,000.00 
4,150,000.00 
1,008,513.97 $ 14,158,513.97 


Capital Stock 
Surplus 
Undivided Profits 


Reserves . 2,598,431.10 
37,980.14 
152,401.82 
2,903,792.59 


350,370.39 


Accrued Interest and Expenses . 
Deferred Credits and Other Liabilities 
Acceptances and Letters of Credit 
Loan Commitments Outstanding 
Corporation, Indi- 
vidual and Bank 
Deposits 
Savings Deposits 
Trust and Public 
Deposits 


$146,503,706.93 
30,173,460.15 


7,291,234.70 183,968,401.78 


$204,169,891.79 


NOTE: United States Government obligations carried at 
$8,403,766.44 are pledged to secure trust and public 
deposits and for other purposes as required or permitted 
by law. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Good Business Manners 


| recent years, most banks have made 
material progress toward uniformity 
and economy of operation. Previously 
unprofitable services have been dis- 
carded or have been made to pay their 
way by the introduction of analysis and 
service charges. Additional services for 
individuals have been installed to meet 
successfully the increasing competi- 
tion from related fields, and the av- 
erage bank is now a completely mod- 
ern and comprehensive financial or- 


| MINNEAPOLIS: MOLINE 


ganization, ably operated under ex- 
perienced management. 

The one remaining problem is to sell 
the bank’s facilities and services to an 
ever-increasing circle of customers and 
patrons, and the solution of this prob- 
lem rests primarily in the hands of offi- 
cers and employees, particularly those 
who are in direct contact with the pub- 
lic, either personally, by mail or by 
telephone. 

We all must learn to conduct our- 


VEY 
Mi EN Economic trends come and 


go, but FARMING remains 
the foundation of Ameri- 


can prosperity. And farming is profitable in direct 
ratio to the time and labor-saving capacity of the 
farm machinery used. . . . The modern point-of- 
view demands more and more CO-OPERATION 
between the leading elements of our economic 
structure. Farmer, dealer, banker, are three of 
these elements, and Minneapolis-Moline Modern 
Machinery is an IMPORTANT point of mutual 
contact. 


In 1940 thousands of deserving farmers will 
want and need new MM Tractors and Machines, 
and often only through the “‘credit’’ co-operation 
of MM dealers and bankers will purchasing be 
possible. Amazing new Tractors and Farm Ma- 
chines are featured among the 1940 MM Head- 
liners. Farmers enabled to use this better equip- 
ment will not only be raising their own incomes 
but indirectly creating better business for MM 
dealers, bankers, and the community at large. 


BRANCHES NEAR EVERYWHERE 


MINNEAPOLIS - MoL 


POWER IMPLEMENT COMPANY win 


selves with those who come within our 
doors in such a way that they will leave 
with a kindly feeling toward the bank 
and speak well of us to others. Word of 
mouth advertising is the most valuable 
and powerful of all advertising in any 
line of business, for good or for bad. 
Public opinion expressed by word of 
mouth can make or break the soundest 
organization. In banking, it is generally 
conceded that at least 80 per cent of all 
new business comes on the recommen- 
dation of old customers. 

You, the officer, the teller, the book- 
keeper or the telephone operator, are 
the bank in the eyes of the public. What 
you say and do—and how you say and do 
it—is what gives the bank a good or a 
bad name. 


SUGGESTIONS FOR IMPROVING PUBLIC 
RELATIONS 


Personal Contacts 


1—Give each caller a direct look and 
a cheerful smile. Address him or her by 
name whenever possible. Usually, you 
can ascertain it from the passbook or 
check presented. 

2—Listen carefully and without in- 
terruption to what the caller has to 
say. Don’t jump to hasty conclusions as 
to what he requires or is talking about. 

3—Don’t count cash or rearrange 
papers on your desk while listening. 
Look at your caller and give him your 
undivided attention. 

4—Never attempt to wait on one 
person and carry on a conversation with 
another, either customer or fellow 
employee. 

5—We know it is tiresome for tellers 
to hear about the weather twenty times 
an hour, but don’t forget the twentieth 
fellow does not know that the other 
nineteen have mentioned it. 

6—Don’t mumble your words. Speak 
distinctly and not too fast. A slow 
speaker is usually a slow thinker, so 
adjust your speed of talking to his. 

7—Make all good customers feel that 
their business is appreciated by the 
bank and that it is a pleasure to wait on 
them. Tell them so occasionally. 

8—Watch your personal appearance. 

9—Keep away at all times from con- 
troversial subjects—religious and politi- 
cal ones particularly. 

10—Treat all customers and callers 
with the same respect and give them 
equal attention. Don’t pay more atten- 
tion to a pretty face or a trim figure 
than to an elderly person. 
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11—If you must refuse a request, do 
it kindly and considerately. Explain 
why you must do so and if possible 
suggest an alternative. 

12—Be patient. Remember at all 
times that your callers do not know 
banking rules and procedure as you do. 

13—Never argue under any circum- 
stances. Explain fully, be diplomatic, 
but don’t argue. 


Contacts by Mail 


Business letter writing is an art in 
itself and really good letter writers are 
few and far between. Most of a bank’s 
correspondence is usually handled by a 
senior officer who is experienced in this 
direction. 

If it be necessary that you write an 
occasional letter, many of the sugges- 
tions enumerated in connection with 
personal contacts might well be applied 
to letter writing. In addition, consider 
the following: 

1—Definitely establish in your mind 
what you intend to say, and arrange the 
sequence of the subjects or points to be 
discussed. Then call a stenographer and 
start to dictate. You’ll save her time 
and yours. 

2—If the letter you are answering 
covers a number of questions, comment 
upon them in the same order as they 
appear in the letter received. Your cor- 
respondent presumably will have writ- 
ten them in the order of their impor- 
tance to him, therefore follow his line of 
thought in your answer. 

3—By all means avoid trite expres- 
sions, particularly in commencing your 
letter. “We are in receipt of” and 
“yours of the—to hand” have neither 
warmth nor friendliness. Start if possi- 
ble with the word “you” rather than 
“we” and consider the writer’s position 
and interests first. 

4—Never start a paragraph with the 
word “we” or “I” if you can avoid it— 
and most times you can. 

5—Clarity is paramount. It should 
be unnecessary to repeat yourself by 
saying “in other words”. Make your 
point clear in the first place. 

6—End your letter with the single 
word “sincerely” or “cordially”, rather 
than “yours very truly” or “very truly 
yours’”’. 


Contacts by Telephone 


1—The use of the salutation “good 
morning” before the name of the bank 
is frequently advocated, but we prefer 
just the name of the bank—it is quicker 
and your caller may be in a hurry. Just 
name the bank with a lilt in your voice. 

2—Speak with a clear, distinct and 
well modulated voice. 
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3—Be as particular with your tele- 
phone voice as you are with your per- 
sonal appearance. Don’t use slang or 
trite expressions. Don’t move away 
from the mouthpiece while talking—it 
makes your voice fade. Don’t relax 
unless speaking with a friend—a let- 
down is quickly discerned and may be 
construed as indifference. Concentrate 
on putting personality over the wire. 

4—If you are trying to locate an 
officer or employee for a caller, or if you 
are looking up some information for 
him, don’t keep him waiting on the 
telephone more than 15 or 20 seconds 
without saying a word. 


5—Under stress of business a tele- 
phone call may easily be forgotten. 
Have before you when the call is fin- 
ished a tangible evidence of its purport 
—name of caller and matter discussed. 
With a pad and pencil at hand it is easy 
to make notes during the conversation 
and thus to have a reminder of the 
call. 

6—Never under any circumstances 
hang up your receiver until you hear 
the click of your caller doing so. An 
abrupt termination of a conversation 
by slamming down the receiver may 
undo all the good your conversation did. 

A. PATTERSON FIRTH 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


CONVENTION HEADQUARTERS 
AMERICAN BANKERS ASSOCIATION* 


Special Convention Rates to A. B. A. Members 


*Midwinter Trust Conference 


*Regional Conference 


These two important conferences again show the preference that 
bankers and other business leaders have for The Waldorf-Astoria. 
The Waldorf is convenient to railway and airway terminals; easily 
accessible from all New York’s financial and business districts. And 
it’s the place, too, for your personal headquarters — homelike rooms 
equipped with every modern convenience — restaurants offering a 
wide variety of menus and prices — and within strolling distance is 
the smart world of New York clubs, theatres and shops. 


THE WALDORF-ASTORIA 


Park Avenue = 


49th to 50th = 


New York 
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RATHER 
MARCHANT BECAUS 
ALWAYS INSTANTLY READY 
TO DO ANY TYPE OF 
FIGURING!” 


NO PRE-CONDITIONING NECESSARY! 


NO CHANGE FROM ONE TYPE OF 
PROBLEM TO ANOTHER! 


VERSATILITY WITHOUT DELAY! 


As you desire... you can run the whole gamut 
of calculations with a Marchant. Instantly, and 
in any order, you can intermingle multiplica- 
tion, division, addition, subtraction. 


Marchant’s ready versatility is especially 
prized in small and medium size offices. Here 
at last is a machine that really does simplify 
and speed such varied, everyday calculat- 
ing duties as checking invoices, computing 
payroll with Social Security deductions, figur- 
ing sales statistics and percentages...as well 
as the hundred-and-one other figuring jobs 
required by modern business. Anyone...and 
everyone ...can use a Marchant on any and 
every kind of figure work! 


MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA, U.S.A. 


A Bank’s 
4-H Club 


Wisconsin, not only 
has a hustling 4-H Club, but a 
smartly uniformed 50-piece band to go 
with it. 

And a bank’s responsible for both. 
Here’s the story: 

At the annual stockholders meeting 
of the Sherwood State Bank in January 
1931 the question of advertising came 
up. It looked like a good thing to do, but 
the town had no local paper and it 
didn’t seem advisable to advertise the 
bank in neighboring villages that hap- 
pened to have papers of their own. So 
somebody suggested a 4-H Club as a 
means of promoting the interests of the 
community and good will toward the 
bank. There had never been such an 
organization in the county; however, 
the bank was willing to try and the 
Club was formed. 

It throve rapidly and the first year 
the bank spent some $300 for silver 
loving cups to reward the boys and girls 
for their project work; that sum, inci- 
dentally, was just about the cost of the 
rulers, calendars, pencils and sundry 
other gadgets the bank had been buying 
and charging to advertising. As time 
passed the Club continued to grow, 
finishing each year’s work with a big 
picnic and roundup in August. 


THE BAND STARTS 


BY 1936, reports J. C. Hallett, cashier 
of the bank, the picnic and roundup 
program filled two days. The bank was 
hiring a band for these parties—well, 
why not (thought Mr. Hallett) have a 
4-H band? He looked high and low for 
one; the best he could do was a high 
school band that had some players who 
were 4-H Club members. The charge 
was $75 a day. 

“That band,” says Cashier Hallett, 
“gave us the inspiration to have our 
own. In September 1936 we started a 
Saturday afternoon class of some 30 
4-H Club members who knew nothing 
about band playing. By April 1937 the 
group had made such splendid headway 
under the directorship of Carl Wolf that 
it was decided to get uniforms.” 

The cost of this equipment, plus two 
bass horns, was to be $1,800, the source 
of which was not immediately apparent. 
But Mr. Hallett personally borrowed 
the necessary money, the uniforms and 
horns were bought, and—to shorten the 
story—the loan was paid off within two 


years from the proceeds of concerts 
given by the band. (See picture, p. 66.) 

Band and Club have been self-sup- 
porting for some time, although the 
bank stands ready to help both in case 
of need. 

The Sherwood State is enthusiastic 
about the results of the Club’s entire 
program. 

“For example,” reports Mr. Hallett, 
“just the other day a father whose 
daughter took cooking for two years in 
our club got a good position as cook and 
housekeeper. In speaking of it, the 
father made this statement: 

“*Vep, the 4-H Club was worth $400 
to my girl!’” 


BANKING 


AND 
Service — Maintaining an 
_ intimate, personalized corre- 
_ spondent bank service. 
of service in this field, 
: assuring a knowledge of re- 
quirements and valuable as- 
sistance. 
Peliey — To cooperate with 
out-of-town banks rather than 
compete for business which is 
rightfully theirs. 
Resources over (oe) $170,000,000 
_ ESTABLISHED 1908 
NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 
Soles Agencies and Manufacturer's Service 
Stations in all Principal Cities 
30th 
: CALCULAT 
‘A 
catcutatons weys MARCHAND 
UCE Costs iy incr 
dividual 
Address 
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Gnited States Fire 


Jnsurance Company of New 


Organized 1824 


FINANCIAL STATEMENT AS OF SEPTEMBER 30, 1939 


ASSETS LIABILITIES 


Cash in Banks and Trust Com- Reserve for Unearned 
panies. .... . . . $5,191,928.19 Premiums .... . . $9,884,267.11 


United States Government 


Bonds ...... . . 8,899,143.38 Reserve for Losses in Process 


of Adjustment . . . . . 1,424,731.00 


Other Bonds and Stocks . . 17,825,337.61 
Mortgage Reserve ... . 75,000.00 


Mortgage Loans on Real 
4+ 253,726.68 Dividends Declared and Un- 
RealEstate... .. . 405,880.73 
Other Liabilities . . .. . 708,430.95 
Premiums in Course of Collec- 
tion (Not over 90 Days) . . 1,096,828.44 
Capital . . . $2,000,000.00 
Bills Receivable, Not Due. . 149,449.46 


Net Surplus . . 19,563,466.82 
Interest Accrued ..... 83,146.97 


Surptus To . 21,563,466.82 
Other Assets ...... 454.42 a 


Totrat Apmittep Assets . $33,905,895.88 $33,905.895.88 


On the basis of September 30, 1939 Market quotations for all Bonds and 
Stocks owned, the total admitted assets and surplus would be increased by 
$138,025.01. Securities carried at $3,201,054.79 in the above statement are 
deposited as required by law, of which $2,500,000 par value in United States 
Government Bonds are held by the Superintendent of Insurance of New York. 


HOME OFFICE: 110 WILLIAM STREET, NEW YORK, NEW YORK 


WESTERN DEPT., FREEPORT, ILL. PACIFIC DEPT., SAN FRANCISCO 
ALLEGHENY DEPT., PITTSBURGH SOUTHERN DEPT., ATLANTA, GA. 
CAROLINAS DEPT., DURHAM, N. C. 


115 YEARS OF INSURING PROPERTY. VALGao 
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Many Happy Returns 


_ birthdays, like those of in- 
dividuals, happen to all alike, and 
when one comes along that deserves 
special recognition it is often a problem 
to decide how it can best be celebrated. 
A review of what was done during 1939 
furnishes an interesting array of ideas 
and suggestions that may be followed 
or adapted by banks having anniver- 
saries in the future. 

Probably in no other business is the 
prestige of age so important as in bank- 


ing; therefore any celebration that 
marks the passing of a significant mile- 
stone in the life of a bank is equivalent 
to a public pronouncement as to its 
soundness and stability. When a bank 
attains the ripe age, say, of 50 years 
(which is the most popular anniver- 
sary), the public has come to believe 
that that bank is strong because it has 
weathered all sorts of conditions. 

It is difficult to ascertain how many 
banks made a special point of observing 


Cleveland 
Crust Company 


Beaking Offices located throughout Greater Cleveland and searby 
CONDENSED STATEMENT OF CONDITION, DECEMBER 30, 1939 


ASSETS 
Cash on Handand in Banks ....... $ 138,741,915.01 
United States Government obligations, direct 
State, Municipal and Other Bonds and Invest- 
ments, including Stock in Federal Reserve 
Bank, less Reserves . . ... 10,015,606.40 
Loans, Discounts and Advances, less Reserves . 131,770,476.30 
Banking Premises (including investments and other 
assets indirectly representing bank premises) om 6,441,088.11 
Other Real Estate (including investments and other 
assets indirectly representing other real estate) Less 
Customers’ Liability on 
bythisBank ...... 179,882.89 
LIABILITIES 
Capital Notes ..... $ 13,492,000.00 
to Depesies and 
Liabilities) 
Capical . 13,800,000.00 
Surplus and Undivided Profits 5,185,314.93 
Reserve for Contingencies . 294,676.63 
Retirement Fund for Capital 
Notes and Accrued Interest 
to February 1, 1940 . ‘ 395,949.47 33,167,941.03 
DEPOSITS 
Estates Trust Department 
(Preferred). ..... 16,274,898.17 
oe Trust Department 
erred) . ...- - _ _3,342,166.05_ 368,129,230.56 
Accrued Taxes, Interest, etc. . 1,364,363.75 
Other Liabilities . . ....-.- hay 2,156,549.26 
Acceptances Executed for Customers ... . 179,882.89 


United States Government Obligations and other assets carried at $17,829,187.03, 
are pledged to secure public funds and trust deposits and for other purposes as 
required or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
Member Federal Deposit Insurance Corporation 


their various anniversaries last year, 
since many did not receive notice out- 
side the local press. However, a record 
of some 75 birthdays observed in one 
way or another offers a fairly repre- 
sentative cross section. It is the usual 
thing to celebrate birthdays at intervals 
of 5 or 10, or 50 or 100 years, although 
we do find such exceptional occasions 
as the second, thirty-third and sixty- 
third being observed. 

Last year, as in other years, the most 
popular way to mark an anniversary 
was to issue a book or brochure, gener- 
ally recounting the bank’s history and 
that of the town. Thirty-four of the 75 
banks mentioned followed this plan. 
Some issued expensive, handsomely 
bound and illustrated volumes for lim- 
ited distribution; others, modest leaflets 
or folders of a few pages which were 
put in the mail or handed out in the 
bank. Such histories are an important 
contribution to community life, for 
they gather together and record per- 
manently, perhaps for the first time, 
much valuable local historical data. 
One Connecticut bank’s historical book- 
let had as a cover a reproduction of its 
first pass book, appearing to be yellowed 
and worn with age. This was sent with 
a letter to all depositors. 


PARTIES ARE POPULAR 


TWENTY-FOUR banks gave birthday 
parties—some in the form of a dinner 
or dance for employees, stockholders 
and officers at some hotel or country 
club; others, a reception or “open 
house” to customers and friends on a 
Saturday afternoon. 

Another way of commemorating 
birthdays was by special lobby displays 
and exhibits of various kinds, prin- 
cipally of a historical nature, such as 
old and modern pictures of city and 
bank buildings, early bank records, old 
coins and paper money and other relics 
of former days. 

Such events as anniversaries receive 


‘| plenty of publicity in local newspapers. 


In fact, in some cases where the bank 
took no special notice of its birthday, it 
found itself feted with flowers and con- 
gratulatory messages and with exten- 
sive write-ups in the local press. 

It is advisable to begin planning for 
that important anniversary well in 
advance. The individual bank’s budget, 
as well as its traditions and location, 
will best determine the scope and man- 
ner of celebration. So, Happy Birthday! 

IsABELLE M. BENNETT. 


BANKING 
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Better Expense Control 


a. the problem of maintaining 
a bank’s net earnings is becoming 
more and more one of offsetting the 
decline in income received from loans 
and investments with an increase in 
income from the various service charges, 
and a reduction of the percentage of 
gross income which is used in meeting 
the expenses of operating the bank. 
Assuming the management of a bank 
is obtaining all the income it can possi- 
bly expect from its various service 
charges, and that it has reduced its 


rates of interest paid on time and sav- , 
ings deposits to the same level as other | 
the one re- | 
maining opportunity to improve its | 


banks in the community, 


earning position is in its expenses. 

In striving for the utmost economy 
in operations, every effort should be 
focused on making all members of the 
organization, from the top executive to 
the messenger boy, economy-minded. 
Success in selling the personnel on this 
depends a great deal on the example 
set by the executives of the bank. If the 
spirit of economy prevails in all their 
actions, the employees will think it 
only reasonable that they be expected 
to act likewise. 


REWARDS FOR SUGGESTIONS 


IN this effort to instill in the minds of 
the personnel this proper mental atti- 
tude, some banks are using the sugges- 
tion reward plan. Though compara- 
tively new to banks, this plan has been 


used in the more progressive industrial | 


organizations for some time. Under this 
plan all the employees are encouraged 
to submit in writing to the management 
suggestions which, in their opinion, if 
adopted will result in increased operat- 


ing efficiency, either in the form of | 


better service to the public or in the re- 
duction of expenses. All employees 
making suggestions which are adopted 
by the bank are rewarded with a cash 
bonus, the amount of which is varied 
according to the comparative value of 
the suggestions submitted. 

Another very necessary step in this 
control of expenditures is the installa- 
tion of a departmental accounting 
system. In the small and medium-sized 
bank this can be a very simple set-up 
which should be inexpensive to operate. 
It is then possible for the management 


to devise a predetermined expense | 


budget for each department, whereby 


each is given an individual expense | 


allotment for the coming year. These 


figures are arrived at by the operating | 
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officials after a very thorough analysis 
has been made of the expenses incurred 
by the various departments in the 
preceding year. Every dollar of expense 
must be justified before it is included in 
the budget. This not only gives the 
management the necessary control over 
expenditures but also places in their 
hands a valuable yardstick by which it 
is possible for them to judge the effi- 
ciency of the various department 
managers in controlling the expenses of 
their respective departments. 


The responsibility for the purchase 
of all stationery and supplies for the 
bank should be placed in the hands of 
one individual. The person selected 
should not be burdened with a lot of 
other routine duties. 

This man’s responsibilities should be 
so arranged that he has sufficient time 
to analyze each requisition for pur- 
chases. 

In an effort to eliminate waste in 
purchasing stationery, many banks 
have reduced the number of printed 


OVERNIGHT 


COLLECTION ano TRANSIT 
SERVICE 


AIRMAIL- Coast to Coast 
RAIL MAIL Within 500 Miles 


The Omaha 


Omaha 
Nebraska 


National Bank | «.... 


F.D.1.C. 


CONDENSED STATEMENT 


FIRST NATIONAL BANK 


IN ST. LOUIS 
At the Close of Business, December 30, 1939 
RESOURCES 


Loans and Discounts 
U. S. Government Securities 


Other Securities Guaranteed by U. S. Government 


Other Bonds and Stocks 
Stock in Federal Reserve Bank 


Banking House, Improvements, Furniture and Fixtures 


Other Real Estate Owned 


$59,641,794.97 
51,773,337.57 
27,983,878.90 
9,022,675.42 
420,000.00 
571,090.62 
1,772,588.32 


Customers’ Liability a/c Letters of Credit, Acceptances, etc. 


Accrued Interest Receivable 
Overdrafts 

Other Resources 

Cash and Due from Banks 


Capital—Common 
Surplus and Profits 


LIABILITIES 


6,475, 
134,559, 919.41 
$287 097,843.21 


$10,200,000.00 
8,755,052.76 


Dividend Declared February 29, 1940 


Reserve Unallocat 
Reserve for Taxes, Interest, etc. 
Unearned Discount 


Liability a/c Letters of Credit, Acceptances, etc. 


Other Liabilities 
Individual Deposits 
Savings 
Bank De 


posit 
City of St. Leute and Other Public Funds 
Total Deposits 


218, 657.25 

665,051.08 

6,943.15 
568.16 
+988.39 
107" iso: 1074.96 
4,790,521.30 


265,539,152.81 
$287 097,843.21 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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forms used throughout the bank. This is 
done by consolidating certain forms 
and redesigning them so that one will 
take the place of two or more. The man 
with the proper aptitude for this kind 
of work can save his institution many 
times the proportion of the salary he 
receives for time so spent. 

Of course, this matter of economy 
and reduction of expenses can be car- 
ried too far. This is the other extreme 
which should be guarded against. Where 
a reduction of expense or the refusal to 
approve a new expenditure results in 
decreased efficiency within the organ- 
ization or the rendering of a less effec- 
tive service to the public, the saving 
resulting from such action is not true 


“Book Week” in a Bank 


fee Rochester (New York) Public 
Library recently found that a bank 
was a good place to display books. 

It seems that Book Week was coming 
along and the library wanted to make 
some new friends. The Lincoln-Alliance 
Bank and Trust Company, located on a 
main street, agreed to cooperate by 
providing space for an exhibit of “200 
recent, notable books” recommended 
by the library. 

Four tables, each five feet long, were 
provided, and the books were arranged 
on them. Attractive furniture, placed 


home touch and helped direct attention 
to it. Then the public was invited to 
inspect and browse. The only restriction 
was that no books were to be removed 
from the exhibit premises. 

For a couple of days librarians were 
on hand, not so much to watch the vol- 
umes as to meet people and talk about 
the Rochester Public Library. During 
the remainder of the week the display 
was unattended. 

Thousands of the bank’s customers 
paused in their comings and goings to 
inspect the display. Some only glanced 


J. W. MILLER 


To the Holders of all 
Boston and Maine Rail- 
road Mortgage Bonds, 
including Connecticut 
River Railroad 4% 
Bonds due Sept. 1, 1943 


ESSENCE OF THE PLAN 


Each holder of Bonds (other 
than those held as collateral 
for the Secured Notes) who 
assents to this Plan, will, if 
it is consummated, receive 
in exchange for each $1000 
princi amount of such 
Bonds (accompanied by all 
claims for unpaid interest): 


(1) $500 principal amount 
of new First Mortgage 
Bonds, Series RR, 4%, due 
1960, or, at the holder’s 
election, $500 in cash (sub- 
ject, however, to adjustment 
by reduction of the amount 
of such cash as set forth in 
the Plan); and 


(2) $500 principal amount 
of new Income Mortgage 
Bonds, Series A, 414%, due 
1970. 


Holders of small amounts of 
Bonds may feel that their 
holdings are too unimportant 
to require them to take any 
action with respect to the Plan, 
but it is essential that every 
holder, if he desires to accom- 
plish the purposes of the Plan 
by voluniary action, should, 
in his own interests, assent to 
the Plan prompily so that it 
may be put into effect at the 
earliest possible moment. 


around the tables, gave the display a 


I am a holder of mortgage 
in the pines amount of 


SERIES OR TITLE 


at the titles; others tarried to read. 


Boston and Marne Rarroap 
Notice of Plan of Exchange 


For some time much concern has been expressed about the ability 
ruptcy ct or in o court n the past eight years, 
maturing obligations have been met in large part by borrowings. 


Recently the Railroad has been advised that Reconstruc- 
tion Finance Corporation will not advance — — 
unless the debt structure is rearranged and fix es 
reduced. It is not to by 
banks, and not possible to raise the necessary funds by 
sale of securities to the public. 


In these circumstances it is essential that steps be immediately taken 
to anticipate the early maturities and to improve the financial con- 
— of the Railroad. The experience of other railroads indicates 
under Section 77 of the | pot Act or in re- 

porate ip would be long and expensive, with resulting confusion and 
decline in market values of securities, and might result in suspension 
of all interest payments for indefinite . On the other hand, 

with the cooperation of holders of the = and Secured Notes, a 
_ may be effected by voluntary agreement among such foe wl 

his alternative seems so clearly in octet interest of all holders of Bonds 
and Secured Notes and of the public that the Railroad feels that it 
is under a duty to pro ——_ and to endeavor to carry out a volun 
plan whereby such holders may obtain the benefits of a prompt an 
orderly reorganization. 


A plan of ex in cooperation with the Reconstruction Finance 
of large blocks of our bonds, and 
with Renks tha secured notes—has been prepared and has been 
mailed to all bondholders of record. 


If you have not received your copy of this plan it is to your immediate 
interest to obtain one. 


For your convenience a est blank is provided below and im- 


mediately upon receipt of coupon, or your written request, a 
copy of the plan will be mailed to you. 


E, S. FRENCH, President 


BOSTON and MAINE RAILROAD 
JANUARY 1940 


Boston and Maine Railroad (This coupon is merely a request for information) 
Boston, Massachusetts 

Please send me a copy of the Boston and Maine Railroad Plan of Ez- 
change dated 15, 1939. 


NAME 


ADDRESS 


CITY 


= 


Home Mortgage Interest Rates 


n> and a half per cent has become 
the commonest interest rate for first 
mortgages on new moderately priced 
homes in 19 per cent of the 261 cities 
that were covered by the 34th semi- 
annual survey of the real estate market 
made by the National Association of 
Real Estate Boards from confidential 
reports of member boards. 

“Tn addition, the new FHA rate and 
other influences have pulled the na- 
tional average dominant rate for home 
mortgages down farther than we have 
ever before seen it,” the Association 
says. “For years, in fact in every previ- 
ous year that the Association has col- 
lected such data, the dominant rate for 
the country as a whole for first mort- 
gages on new moderately priced homes 


has been 6 per cent. That place now has | 


been taken by the 5 per cent rate.” 
With interest rates on real estate 


mortgages still falling in 41 per cent of | 
the reporting cities, steady in 56 per 


cent of the cities and rising in only 
3 per cent, the supply of mortgage 


money is the most generally plentiful of | 


any period in the 17 years covered by 
the Association’s surveys. Capital is 
seeking loans in 81 per cent of the cities, 
while loans are seeking capital in only 
8 per cent. There is equilibrium of sup- 
ply and demand in 11 per cent of the 
cities. A year ago only 77 per cent 
showed money supply in excess of de- 
mand, while 13 per cent showed under- 
supply. 

In 54 per cent of the reporting cities 
a 5 per cent rate is now the commonest 
rate on new moderately priced homes, 
while in only 31 per cent is 6 per cent 
interest any longer the commonest rate. 
In 16 per cent of the cities a 5% per cent 
rate is most frequently found. A year 
ago only 38 per cent of cities said the 
5 per cent rate was commonest, and 
43 per cent still held to the 6 per cent 
rate as commonest. 


Wages and Hours 


EMBERS of the executive Com- 
mittee of the St. Louis County 
Bankers’ Association have signed a re- 
quest “for the repeal of the Wage and 
Hour Law insofar as its application to 
banks and their employees is con- 
cerned.” 
The signed request states specific ob- 
jections to the law, emphasizing the ef- 
fect on employee morale. 
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“Whereas the 5 per cent rate is now 
dominant for home mortgages, a like 
survey of five years ago found only 2 
per cent of the cities having 5 per cent 
as a common rate. Simultaneously, 
home-mortgage interest ‘rates have 
become more nearly uniform over the 
country than they have ever before 
been. Today in 97 per cent of the cities 
no rate higher than 6 per cent is prev- 
alent. Five years ago this was true in 
only 56 per cent of our cities. 


“Tt is remarkable that a rate higher 
than 6 per cent is seldom reported as the 
prevailing rate on new small homes, al- 
though 21 per cent of the cities still 
have no money commonly available at 
lower than 6 per cent. 

“Standardization has been upward 
as well as downward. No city today re- 
ports its commonest rate as less than 
41% per cent, though previous surveys 
have shown one or two cities with a 
4 per cent rate.” 


CITIZENS NATIONAL 


TRUsT & savincs BANK or Los ANGELES 
FIFTY YEARS 
OF BANKING 
1890-1940 


Condensed Statement of Condition 
at close of business December 30, 1939 


RESOURCES 


Cash and Due from Banks . 


« $29,022,172.97 


United States Obligations, Direct 


or Fully Guaranteed 


State, County, and Municipal Bo Bonds = 


Other Bonds. . . 
Loans and Discounts . . 
Federal Reserve Bank Stock . 


Stock in Commercial Fireproof Building ( a 


Head Office Building . 


Bank Premises, Furniture and Fixtures, a: ond 
Safe Deposit Vaults (Including Branches) 


Other Real Estate Owned 


Customers’ Liability under Letters of Credit 


and Acceptances . ; 
Earned Interest Receivable 4 
Other Resources 


« 


35,790,978.92 

5,484,707.22 

« _1,625,06295 
« 52,717,480.01 
246,000.00. 


348,500.00 


978,727.43 
1,376,430.32 


158,087.01 
303,459.95 
495,254.47 


. $128,546,861.25 


LIABILITIES 


Capital Stock 
Surplus . . 
Undivided Profits . 


Reserves for Interest, Taxes, 


Dividends, Contingencies, Etc. . . . 
Letters of Credit & Liability as 


Acceptor or Endorser on 


Acceptances & Foreign Bills . 


Other Liabilities . . . . 


- 1,150,000.00 


$5,000,000.00 


3,200,000.00 
$9,350,000.00 


961,434.89 


182,551.00 
6,537.91 
- 118,046,337.45 


$128,546,861.25 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


Head Office: Spring Street at Fifth, Los Angeles 
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A Public Relations Asset 


i ever banking needed an evident 
national unity, it needs it now. The 
tirades of the demagogues, the doubts 
of the public, and the availability of 
other forms of banking credit have 
materially reduced the effective force of 
American banking. 

Banking cannot find unity by hating 
the evident sources of complaint. Bank- 
ing has hated long enough. Slowly— 
too slowly—it has come to the realiza- 
tion that there must be a positive ap- 


proach to the public. Within the walls 
of banking houses, within the bank 
associations, bankers themselves know 
the worth of their profession. Their 
houses are in order, old banking services 
have been improved, new services have 
been instituted, and the public is 
regularly informed by dignified adver- 
tisements that the banks are prepared 
to serve their needs. But this is not 
enough. 

The relations of banks and bankers 


NATIONAL 


Statement of Condition 


At the Close of Business, 
December 30, 1939 


ASSETS 


Cash on Hand and Due from Banks 
United States Securities Owned 
Stock in Federal Reserve Bank . 


Other Stocks and Bonds 
Loans and Discounts 
Furniture and Fixtures 
Banking House . 
Other Real Estate 


$63,821 648.41 
21,178,619.44 
330,000.00 
2,548,424.59 
52,474,515.01 
276,168.00 
2,305,000.00 
1,169,646.15 


$144,104,021.60 


LIABILITIES 


Capital Stock 
Surplus Fund . . . 
Undivided Profits, Net . 


Reserved for Taxes, Etc. 


Deposits 
Individual . . 
Banks and Bankers 
U. S. Government 


$8,000,000.00 
3,000,000.00 
3,820,783.32 
301,818.39 


. $71,694,621.28 
51,529,142.15 
5,757,656.46 


128,981,419.89 
$144,104,091.60 


First NaTIonAL BANK 


IN DALLAS memser FEDERAL DEPOSIT INSURANCE CORPORATION 


with the public must take a form more 
conducive to confidence. Bankers are 
conscious of this need; the agenda of 
every banking convention and con- 
ference of the past six years has been 
filled with talks on public relations. 
Ideas have been advanced. Some have 
progressed to plans, some of the plans 
have become programs, and some of the 
programs have been pressed into action. 
Despite this, banking still stands short 
of its objective—adequate public under- 
standing. 

The task of educating the public to 
understand banking is not easy. Tradi- 
tionally the banker, like the proverbial 
minister’s wayward son, is predeter- 
mined in the public mind as a nefarious 
character. He provides a vital economic 
service, which the public seldom takes 
the trouble to understand. He is 
continually on the defensive because of 
the debt economy of the government. 
In the public mind the banker treads 
a selfish path above the layman’s daily 
life. 


THE INSTITUTE 


EXTENSIVE consideration has _ re- 
vealed no predominant cure for the pre- 
dicament of the banker. The search foran 
answer embodies all the careful thought, 
painstaking effort, and concerted action 
of any research problem. There must be 
trial and error; but, as in many scientific 
problems, the solution may ultimately 
be found in fairly obvious and simple 
expedients. 

This article does not propose any 
predominant cure, but it does suggest 
one fairly obvious and simple expedient, 
generally overlooked because of its 
availability—the American Institute of 
Banking Section of the American 
Bankers Association. 

Probably not a banker in this country 
is unaware of the Institute. Most bank 
officers are sympathetic to its purposes, 
many are active in its support, yet 
because of its very nearness, they over- 
look its qualifications as an asset in 
creating and maintaining favorable 
public relations. 

What features of the A.I.B. make it 
an asset to the banks in their program 
for improved public relations? 

The A.I.B. is a voluntary organiza- 
tion of students earnestly engaged in 
mastering the fundamentals of their 
vocation. It embraces 39,000 students 
in over 240 communities throughout 
this country. In the 40 years of Institute 
activity, more than 26,000 men and 
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women have been graduated from its 
study courses. In contradistinction to 
almost any other labor group in this 
country, they have organized, not 
against their employers, but solely in 
pursuit of knowledge and fellowship 
without direct or immediate prospect of 
personal monetary gain. 

The A.I.B. has a proved and con- 
structive program. It affords adminis- 
trative training as well as instruction in 
textbook theory. The officers and com- 
mittee members serving each chapter 
gain experience in leadership and re- 
sponsibility far in excess of their daily 
jobs and of great potential value as 
they rise in their profession and in their 
communities. 

The Institute is a principle research 
laboratory of American banking. Prob- 
lem studies in advanced classes call for 
the exercise of all the youthful energy 
and unprejudiced ingenuity that the 
students can command. In no other 
field of industry has educational train- 
ing been afforded to such a large per- 
centage of the workers of the industry, 
or with such success. 

The A.I.B. has maintained its growth 
and position during the past decade 
despite reductions in the numbers of 
bank employees and increases in the 
systemization of bank operations. 

The student and graduate body of the 
A.I.B. represents an informed and 
articulate group of citizens which, even 
in its leisure hours, is in constant con- 
tact with the public the banks are 
‘endeavoring to reach. Although not 
organized for propaganda, the chapters, 
through committees on public affairs, 
maintain speaker bureaus with quali- 
fied members available for talks on 
banking and financial subjects before 
public groups. 

For all these good reasons, the Ameri- 
can Institute of Banking has had a pro- 
found influence on the profession of 
banking. In any community, when 
adequately supported, it constitutes an 
invaluable asset in the banker’s program 
for improved public relations. Growth 
of the A.I.B. automatically increases 
this group, thereby increasing the 
number of informed contacts available 
to the public. 

The American Institute of Banking is 
already an important factor in bank 
public relations. It is a going concern of 
established reputation and warrants 
active support. That support is bound to 
be reflected in a bank just as it has been 
reflected in every bank the Institute has 
served over the past four decades. 

Gwynne A. PROSSER 


Educational Secretary 
New York Chapter 
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FINANCIAL FACTS 


For each $1 of capital funds, member 
banks had $5.91 of loans and invest- 
ments in the first half of 1939. 

*x* * * 

Member banks during the first half 
of 1939 showed $1.33 of profits for each 
$100 of investments sold. 

* * * 

Eleven District of Columbia banks 
maintain 30 branches in the nation’s 
capital. 

* * * 

At the end of 1938, 917 national 

and state banks had 3,440 branches. 


Nearly 10 per cent of the expenses of 
member banks are represented by taxes, 
according to January-June 1939 figures. 
Taxes were equivalent to more than 23 
per cent of net earnings and 22 per cent 
of net profits. 

* * * 

For every $100 loaned by member 
banks in the first half of 1939, gross 
losses totalled 73 cents, as compared 
with $1.18 in the second half of 1938. 


* * * 


Massachusetts has more mutual sav- 
ings banks than any other state, and it 
has more than a third of all such banks 
in the country. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office - 


55 WALL STREET - New York 


Condensed Statement of Condition as of December 31, 1939 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 


Cash and Due from Banks and Bankers............ 


Gold Abroad or in Transit 


$ 933,912,307.44 
11,257,409.00 


United States Government Obligations (Direct or Fully 


Guaranteed) 


Obligations of Other Federal Agencies 


State and Municipal Securities 
Other Securities 


Real Estate Loans and Securities 
Stock in Federal Reserve Bank 


(Including Paris Office) 
Bank Premises 


Items in Transit with Branches 
Reserves for: 


Dividend 
Capital 
Surplus 
Undivided Profits 


Loans, Discounts and Bankers’ Acceptances 


Customers’ Liability for Acceptances 


Liability on Acceptances and Bills. ... $28,727,596.58 
Less: Own Acceptances in Portfolio.. _10,771,618.85 


Unearned Discount and Other Unearned Income... 
Interest, Taxes, Other Accrued Expenses, etc 


733,592,490.94 
50,452,489.29 
107,874,136.92 
63,123,003.86 
530,725,121.57 
8,352,084.29 
14,371,236.29 
3,735,000.00 


Ownership of International Banking Corporation 


8,000,000.00 
42,676,270.91 
484,639.84 
839,497.88 


$2,509,395,688. 23 


$2,331,257,943.67 


17,955,977.73 
3,267,133.69 


4,186,515.04 
4,609 533.87 
3,100,000.00 


52,500,000.00 
_15,018,584.23 _145,018,584.23 


$2,509,395,688.23 


Figures of Foreign Branches are as of December 23, 1939. 


$49,283 608.00 of United States Government Obligations and $24,054,871.26 of other 
assets are deposited to secure $46,258,137.51 of Public and Trust Deposits and for 
other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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Which Check-Paper Do 


They Know Best? 


The Question: An independent organization asked 1000 bank depositors: 
“With which one brand-name of check-paper are you most familiar?“ 


The Answer: Hammermill Safety topped the second brand by over 6 to 1 
... polled almost twice the votes of all other brands combined! 


HAT does this preference mean to 
you? Well, put yourself in your 
customer’s place. Wouldn’t you rather 
do business with a trusted friend than 
with a stranger? Naturally. And that’s 
exactly why your customers prefer to 
have checks on Hammermill Safety. 
Your depositors know the Hammermill 
name. They have confidence in it. They 
use Hammermill papers in their busi- 
ness. They respect Hammermill quality. 
And they respect your judgment when 
you supply them checks on Hammermill 
Safety. That is the “‘plus” which only 
Hammermill Safety can give you—the 
opportunity to win for your bank the 
prestige and good will of the best known 
name in paper. 
In use, Hammermill Safety lives up 
to its reputation. Its distinctive design 
gives your checks an air of authority as 


LOOK FOR THIS 
SURFACE MARK 


business lett 


well as security. It’s easy to write on... 
easy to handle. It’s sturdy paper . 
folds without splitting, does not eat 
through on checkwriting machines. And 
it reveals immediately any chemical or 
mechanical alteration. 


Hammermill Safety is low in cost and 
promptly available in colors, sizes and 
backgrounds for every check require- 
ment. Send for sample book and port- 
folio of specimen checks. See for yourself 
why Hammermill Safety gets the vote of 
six out of seven depositors. 


Hammermill Paper 
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BANKING’S DIGEST—FEBRUARY 1940 


A Nationwide Report of Outstanding Speeches and Comment 


E. S. WoosLey 
C. L. Prrman 


Overlooked Assets 

The Examiner’s View of Loans 
“Consult Your Banker” Gites H. 
How Banks Can Help the A.B... . . . . Harry R. Smita 
Approach to Advertising FREDERICK A. RUSSELL 
It’s a Matter of Confidence S. 
Unusual Loans for Country Banks T. A. GLENN, JR. 
Back to a Free Gold Market Winturop W. ALDRICH 


CHARLES F. WEED 
FRANKLIN D. ROOSEVELT 
. ARTHUR A. BALLANTINE 

A. H. Spritzer, II 

James H. PERKINS 

Watter S. McLucas 
Lorp LoTHIAN 
Mrs. FRANKLIN D. ROOSEVELT 


That Old Unquenchable Spirit 
The Public Debt 

Our Financial Unpreparedness . . . 
Consumer Credit in a Small Town 
The Dangers of War to Business 
A Word for Thrift 

A Federal Europe 

How to Make a Speech. . . 


Briefly 


T would happen if all these neutral nations were 

with one spontaneous impulse to do their duty in ac- 

cordance with the covenant of the League and were to stand 

with the British and French against aggression and wrong? 

Each one hopes that if he feeds the crocodile enough, the 

crocodile will eat him last. All hope that the storm will pass 
before their turn comes.—WINSTON CHURCHILL. 


HIS collaboration between France and ourselves for 

humanitarian purposes is only just another instance of 
that close, that even intimate association between us, which 
now covers every aspect of the war—military, political, 
financial and economic. 

I can’t help thinking that our experience of this association 
during the war will prove to be so valuable that when 
the war is over neither of us will want to give it up. 
And it might even develop into something wider and 
deeper, because there is nothing which would do more 
to facilitate the task of peaceful reconstruction which 
has got to be undertaken some time. There is nothing 
which would contribute more toward the permanence 
of its results than the extension of Anglo-French col- 
‘aboration in finance and economics to other nations in 
Europe and, indeed, perhaps of the whole world.—Prime 
Minister CHAMBERLAIN. 


— CE business has been able to rise only when newly cre- 

ated purchasing power hasbeen introduced into theincome 
stream at a rate of from three to four billion dollars per year, 
and since business has declined when the stimulant is with- 
drawn, the economy gives the appearance of being funda- 
mentally weak. Perhaps those students who have asserted 
that tax, labor and regulatory forces are powerful defla- 
tionary forces obstructing the return to prosperity deserve 
a more receptive hearing than they have received.—MURRAY 
SHIELDS, Economist, Irving Trust Company, New York. 


UST as I mistrust great Utopian conceptions, so am I 

a partisan of material guarantees against the return of 
such events as those from which we are suffering today; 
and so also do I conceive that the new Europe should have 
a wider organization than that which has existed until now. 
Commercial exchange must be multiplied, and perhaps 
federative bonds envisaged between the various European 
states. We are ready for our part to collaborate with all who 
pursue the same aims as ourselves. All efforts of German 
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propaganda to break this Franco-British solidarity will 
fail—Premier DALADIER. 


FTER a decade of Government deficits and accumulated 
public debt that must hang like a millstone around the 
necks of this and future generations, there is still little pros- 
pect of holding Government expenditures within the reve- 
nues. Some time, at some point—and I fear it is not far away 
—this debt will reach the breaking point and we must then 
face the dire consequences of our national profligacy. Presi- 
dent Roosevelt has called for retrenchment in spending by 
proposing a decreased budget. We should urge our representa- 
tives in Congress to support this budget reduction.—RoBERT 
M. Hanks, President, Wachovia Bank & Trust Company, 
Winston-Salem, N. C., and President, American Bankers 
Association. 


HE international situation has deteriorated and there is 

no immediate prospect that it will improve. The situation 
is rife with possibilities of a general European war, and, in 
conjunction with Far Eastern conditions, presents a threat 
of world conflagration. In the world of today it seems only 
a fair and moderate statement to say that the best interest 
of our nation will be served by keeping our force sufficiently 
strong to be an effective deterrent against foreign aggression. 
—Admiral Haron R. Starr, Chief of Naval Operations. 


I FEEL the most profound concern over the international 
situation. Somebody has made an awful mistake, as can 
be seen from the present situation. We need all the wisdom 
we can get, and I appeal to all of our friends, regardless 
of locality or alignment, to give us all the cooperation they 
can in a spirit of mutual concession and compromise.— 
Secretary Hutt, speaking for extension of the Reciprocal 
Trade Agreements Act. 


WE can provide the pilots and gunners, but we cannot 
provide the planes and guns. We must have them 
quickly. Why could not all prosperous American cities decide 
each to take care of one city in Finland—or each of your 48 
States adopt a Finnish town?—President Kat tio of Finland. 


_ Swedish help to Finland would be the most effective 
limitation of the danger that Sweden might be drawn 
into a great war.—RIcKARD J. SANDLER, former Foreign 
Minister of Sweden. 
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This is NwNL’s 55th 
Annual Financial State- 
ment advertisement, ap- 
pearing in leading news- 
papers (issues of Jan. 2, 3, 


or 4) and in Time mag- 
azine, out Jan. 11. 


and a PROMISE 


A YEAR has ended, and another begun. In 
our country, blessed with peace, we have con- 
tinued about our daily work. Part of the fruits 
of that work have been placed, as in past years, 
in the hands of the American life insurance 
companies, who are custodians of a large share of 
the personal security of 64 million policyholders 
and their beneficiaries. The care with which these 
funds are invested has made the words “‘ife 
insurance” synonymous with “security.” North- 
western National Life submits its 55th Annual 
Financial Statement herewith. As in past years, 
this is the first complete and final life insurance 
balance sheet to be published. Ask your banker, or 
some other qualified person, to give you his opin- 
ion of the intrinsic soundness of this Company’s 
investment methods and management practices. 


Now, as to the future. Because a life insurance 
company must plan not for months or years, but 
for generations, NWNL will continue to manage 
its resources with the utmost care and conserva- 
tism. But to administer a life company in the best 
interest of its policyholders requires more than 
financial conservatism, important as that is. It 


RESOURCES 


U. S. Government Securities.................. (25.2%) 18,989,077 
Bonds Fully Guaranteed by the U.S........... ( 7.1%) 5,324,536 
Canadian Government Securities.............. ( 6% 443,403 


Other Bonds: 
State, County, and Municipal 


Railroad Mortgage Bonds Ze 5 


Railroad ( 1.4%) 1,087 ,659 
Real Estate (Including Home Office Bldg. and 
Real Estate Sold Under Contract) .......... ( 3.8%) 2,882,675 
Premiums, Due and Deferred................. ( 2.7%) 2,009,826 
Interest Due and Accrued and Other Assets.... ( .9%) 655,726 


FINANCIAL STATEMENT 


December 31, 1939 


requires diligence and vigor in seeking out, through 
research, new ways to serve the policyholder better 
and at less cost, and to help him conserve his most 
important asset, his life insurance. It requires an 
open mind, willing to accept the facts disclosed 
by research, and to shape its course accordingly. 
NWNL accepts these requirements and lives up 
to them. In 1939, for example, NYNL pioneered 
by developing entirely new principles underlying 
agents’ compensation, in keeping with today’s en- 
lightened conception of the life agent’s function. 
By paying its agents rewards appropriate to the 
type of service the modern life agent is equipped 
and trained to give his policyholders, NYNL has 
pointed the way to decreased losses—to policy- 
holder and company alike—from lapsed policies, 
and to an ultimate reduction in the cost of 
insurance to the public. 


For the future, NYNL pledges continued allegiance 
to these two principles: in the care and manage- 
ment of resources, the utmost caution and 
conservatism; in the search for ways to make life 
insurance more economical and more useful, the 
utmost in progressiveness and open-mindedness. 


LIABILITIES 

Claims Reported but Proofs not Received................. 158,955 
Reserve for Claims Unreported. 115,000 
Present Value of Death, Disability, and Other 

Claims Payable in Instalments......................+-- 4,278,366 
Premiums and Interest Paid in Advance.................. 343,384 
Reserve for Taxes Payable in 1940..............2.0000005 296,115 
Profits for Distribution to Policyholders................... 2,780,703 
Reserve for Other Liabilities. 2,556,674 
Surplus Funds and Capital: 

Voluntary Contingency Reserves.............. $1,914,431 


$75,205,180 


With substantially the same volume of new business as in 1938, ws 
1989 gain in insurance in force was 60% greater than in 1938. 


NORTHWESTERN NATIONAL LIFE 


COMPANY 


Minneapolis, Minn. 
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Overlooked Assets 


E. S. Woostey, Vice-president, Louisville (Kentucky) 
Trust Company, before the AMERICAN BANKERS AsSOCIA- 
TION REGIONAL CONFERENCE AT RICHMOND. 


ERE is the solution of our problems? What makes 
any institution or business successful? At the risk of 
being trite let me say that the personal factors which exist 
ready at hand within the four walls of our banks offer the 
only solution. Each of our banks is but the lengthened 
shadow of some one man or group of men. We have been so 
busy lending money and trying to get it back that many of 
us have forgotten these personal factors. 

There are four groups within our own banks, with which 
we come in contact in our daily routine work and which are 
made to order for our cultivation and utilization. In the 
banks of this country there are 266,000 officers and em- 
ployees, 125,000 directors, 1,600,000 stockholders, and 
65,000,000 depositors. These groups represent over half our 
population, and for the most part are substantial and in- 
telligent people. No bank has any greater asset, actual or 
potential, than these four groups. 

The American Bankers Association can tell you of astound- 
ing results obtained in the improvement of public relations, 
in the increase of profits, and in the growth of banks, by 
intelligent cultivation and utilization of these groups. 

I believe American bankers know rather well the technical 
aspects of the daily routine of banking, but I believe, gen- 
erally speaking, we know comparatively little about the art 
of leadership of the personal forces within our sphere of 
action and influence. 


THE EMPLOYEE IS THE BANK 


ALTHOUGH we are putting 40 per cent of the cost of run- 
ning our banks into payroll, I wonder how much time and 
thought we are putting into the hiring, training, and leader- 
ship of our employees so that they may be an enthusiastic, 
efficient, and loyal organization. To most of our depositors, 
the teller or the bookkeeper or the telephone girl is the bank. 
Their feelings about the bank and belief in the bank and atti- 
tude toward banking as a whole are very largely a result of 
these contacts. And we might as well face the fact that we 
cannot get the most out of our employees by holding pep 
meetings from time to time. Loyalty and good work must 
have a dollar and cents reward and there must be a promise 
of security for the future. It is heartening that bankers over 
the country are studying and putting into operation more 
equitable policies of employee compensation, group insur- 
ance, and pensions. There still remains much to be done. 

Directors of banks usually represent substantial means 
and great influence in the community. Their contacts are 
many and important. Most of them are anxious and able to 
promote the interest of the bank to which they have lent 
their name and influence. An asset of incalculable value is a 
well chosen, wisely directed board of directors who are sold 
on the bank and banking in general and who loyally and 
enthusiastically defend, recommend, and boost it. They can 
have much to do with that cooperation among banks in each 
community which is necessary to support sound policies of 
management involving interest rates and service charges. 
Properly led and directed they may be a source of much 
profitable new business. 

Our stockholders are the owners of our bank. How many 
of us have made them conscious of that ownership and have 
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Banker and Customer 


‘eee DS of persons every day sit across desks 
from bankers and discuss with them their most inti- 
mate problems; a professional relationship that may 
be compared in its intimacy with the relationship 
which exists between the lawyer and his client or the 
doctor and his patient. It is a sort of business confes- 
sional where problems are discussed and dissolved, 
where courses are charted for businesses and indi- 
viduals, and where millions are influenced in habits of 
thrift, work, simple living, and self-control. 

There is no other relationship quite like the relation- 
ship which exists between banker and customer. The 
most should be made of it, because there is the center 
and source of sound and progressive banking.— 
Mr. WOosLEY. 


cultivated them to the point where they express what is 
perfectly natural for ownership to express—a real interest, 
and determination to cooperate in making their bank a sound 
and profitable institution? 

The thousands of ledger sheets in our files do not represent 
only credit and debit balances, but personalities with human 
emotions. In them are represented all the hopes, ambitions, 
and loyalties, influences and capacities, which under wise 
cultivation and direction may increase profits, bring in new 
business, and create better public relations. 

Primarily and naturally our customers are interested in 
themselves more than anything else. As far as their bank is 
concerned their interest is satisfied in two ways, first by their 
ability to get their money back when they want it, and, 
second by their being treated as persons of some importance 
in their relations with the bank. One calls for sound banking. 
The other calls for courteous, sympathetic, and intelligent 
customer relations. 

In an atmosphere created by such relations, customers 
more readily accept the bank’s policies with reference to 
service charges, interest rates, and loans. When the bank is 
right, it is doubly so if its customers agree that it is right. 


Qe are now one people; we want to become a world people. 
—JoserH GoEBBELS, Nazi Propaganda Minister. 


meson may respond temporarily this coming year to 
government spending, but, in the long run, business will 
not get better, nor jobs increase, nor standards of living stop 
falling, unless America returns to the old-fashioned common 
horse sense for which our people were once famed.—MERLE 
TuorPeE, Editor, Nation’s Business. 


oA) can afford reserves. We should strive to have on hand . 
the necessary equipment for a million men. We are trying 

to educate American industry to make munitions for which there 
are no peace-time demands, but even if it became fully trained it 
would be months and months after M-Day before it could get 
into the mass production that a major war demands. To provide 
for a munitions reserve should, therefore, be a wise, long-range 
national defense policy.—Louts JOHNSON, Assistant Secretary 
of War. 
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C. L. Prrman, Supervising Examiner, F.D.I.C., before the 
CONFERENCE ON BANKING. 


EPRESENTATIVES of the Federal Deposit Insurance 
Corporation have been instructed that in analyzing the 
loans and discounts of an insured bank they must carefully 
scrutinize the inherent soundness of each asset, provisions 
for its liquidation, arrangements for its servicing by the 
bank’s management, and the timeliness and completeness of 
supporting financial data. The absence of one or more of 
these factors may lead to classification of the asset by an 
examiner in the preparation of his report of examination. 
At the outset it would be well to state that the term “classi- 
fication” is used throughout my remarks in the technical 
sense to indicate that an asset is mentioned by the examiner 
as requiring special supervisory and managerial attention, 
usually because the degree of risk is greater than the normal 
risk element involved in all loans and investments. 

If a given line of credit appears to possess all the factors 
essential in a desirable bank asset it is not classified by the 
examiner. If, on the other hand, there exists an unusual 
degree of risk—even though the asset is believed at the 
moment to be collectible—the examiner will probably con- 
sider the loan as subject to Classification II. Should there 
exist reasonable doubt of the ultimate collectibility of any 
part of an asset it may be assigned Classification III, and if 
believed by the examiner to be worthless, he will place it in 
Classification IV. 

Soundness may imply that a loan is amply secured by the 
pledge of assets of the obligor which, if necessary, may be 
readily liquidated to discharge the obligation without undue 
burden or expense to the bank. Soundness likewise may 
imply strength arising from a maker or co-maker of unques- 
tioned standing and financial worth or it may exist in the 
unsecured obligation of a maker possessed of good reputation 
and financial strength. Ability to repay in the normal course 
must be evident in each case. 


CAPACITY TO REPAY 


AN important factor likely to be overlooked in analyzing 
credit is capacity. Too often consideration is given only to 
the moral risk factor and the available security with little 
or no regard to the ability of the borrower to meet his finan- 
cial engagements in a reasonably prompt manner. We should 
not overlook the fact that a loan represents the promise of 
the borrower to repay the debt at some agreed date or ac- 
cording to some prearranged schedule. Unless the borrow- 
er’s ability to repay is thoroughly investigated to determine 
that he can perform according to his agreement, the advance 
of funds takes on the appearance of an indirect purchase of 
the security pledged rather than a legitimate loan. In effect 
the banker may be stepping outside of his normal province 
and indirectly engaged in the purchase of lands, houses, 
chattels, or other assets. What I am trying to say is that it is 
of the utmost importance to be thoroughly satisfied on the 
capacity factor which, in effect, is the managerial ability of 
the borrower. In other words, it is the borrower’s ability to 
plan his business affairs and exercise proper control over the 
assets entrusted to his possession in such a way that through 
the normal process of operations funds will be available to 
meet his obligations. 

One factor of loan appraisal that frequently is misunder- 
stood is the expectation of normal liquidation of bank loans. 
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The Examiner’s View of Loans 


It is often and erroneously said by both bankers and laymen 
that the Corporation fosters a policy of forced liquidation of 
bank loans. A banking institution is expected to fill within 
the limits of its ability the justified credit needs of the com- 
munity which it serves. It is advantageous to every bank so 
to function. On the other hand, a reasonable turnover in 
loans is necessary for the best use of bank funds in local 
credit channels. It is likewise desirable to develop in bor- 
rowers a sense of responsibility for regular and prompt at- 
tention to their obligations. 


DON’T SACRIFICE SAFETY 


IN discussing this point with bankers, particularly during 
present times, we are often reminded that a bank does not 
want to reduce what small volume of loans it has. The 
Corporation recognizes fully the general need for earning 
assets. We do not believe, however, that safety of principal 
should be sacrificed in the search for income. Particularly 
is this true of the type of credit obligation which is to be 
repaid from the net earnings of the borrower rather than 
from liquidation of capital assets. Failure to repay or reduce 
obligations of this sort usually means inability to earn or an 
undue application of net earnings to purposes other than 
debt retirement. 

In these remarks a great deal of stress has been placed on 
the factor of provision for loan liquidation. Examiners for 
the Corporation are requested, in connection with classifica- 
tion of loans and discounts, to weigh both the inherent 
soundness and the liquidation provisions of each obligation. 
It should be clear, however, that any points raised by exam- 
ining authorities with respect to loan liquidation do not 
arise from a desire to insist upon drastic loan repayments. 
Rather, experience and observations lead to the promise 
that normal turnover of loans and orderly liquidation of 
individual debts create a sound and profitable situation, 
whereas stagnation, either in a single loan or in an entire 
note case, almost always is a signal of future difficulty. The 
degree of that difficulty is, of course, based on the amounts 
involved. Stagnation almost without exception is the first 
danger signal in unsecured advances. Too frequently, it is 
likewise a sign of deterioration in the collateral underlying 
secured obligations. For this reason representatives of the 
Corporation preach the gospel of amortization of debts from 
inception or the establishment of amortization programs 
with respect to existing debts. Where amortization of the 
obligation is not feasible, it is urged that the program of 
repayment be clearly understood between the bank and 
borrower. 

PERSONALIZED KNOWLEDGE 


TO determine the inherent soundness in a loan it is usually 
necessary to depend on information available in the files 
or offered by the bank officials. In the course of each exam- 
ination an attempt is made to determine the degree of 
familiarity of the officers and directors of the bank under 
examination with the loans and discounts held. It is believed 
that the proper service of the average list of loans requires an 
active and current knowledge of the status of each borrower. 
It is not considered that such knowledge should cease with 
the procurement of a financial statement and operating 
statement. In,many cases a survey and analysis of the 
borrower’s affairs in his own business establishment, whether 
he be merchant, manufacturer of farmer seems desirable, if 
not necessary. 


BANKING 


“Consult Your Banker” 


Gites H. MILLER, President, Virginia Bankers Associa- 
tion, and Vice-president, Lynchburg National Bank and 
Trust Company, before the American Bankers Association 
REGIONAL CONFERENCE AT RICHMOND. 


’ NSULT Your Banker” is an old maxim, but what 
happens when the banker is consulted? When a woman 
comes to you and tells you that she has invested several 
thousand dollars in an automobile agency in a distant city, 
or that she has bought stock in a gold mine in Peru, you hold 
up your hands in horror and tell her if she had only consulted 
you beforehand you would never have allowed her to do that. 
Of course you wouldn’t, but would you have given con- 


How Banks Can 


Harry R. Smitu, President, American Institute of Bank- 
ing, Section A.B.A., and Assistant Vice-president, Bank of 
America, N.T. & S.A., San Francisco, before the AMERICAN 
BANKERS ASSOCIATION CONFERENCE AT RICHMOND. 


(eR experience with American Institute of Banking 
chapters in various parts of the country leads us to 
believe that a well-rounded local program requires that the 
executive and operating officers of the local banks: 

1. Counsel with the officers of the local chapter in the 
matter of arranging the whole program of the chapter; assist 
in selecting the instructors for the courses; assist in getting 
forum speakers of the right caliber, and review the financial 
operations of the chapter. 

2. Encourage progressive junior officers and other capable 
young men and women to participate in the administrative 
work of the chapter. 

3. Encourage the entire staff to participate in some part 


Approach to 


FREDERIC A. RussELL, Professor of Business Organiza- 
tion and Operation, University of Illinois, before the ILLINors 
CONFERENCE ON BANKING. 


fret you have decided precisely what you have to 
offer to each group of potential customers, your adver- 
tising job is well started. There is no sense in discussing 
whether to use newspaper ads or direct mail, whether to use 
large or small space in newspapers, whether to use long or 
short copy, what kinds of headlines to use, or any of the 
other details of execution until you have cornered this point 
—exactly what have I, through my bank and its personnel, 
to offer each possible customer? 

When we start thinking in terms of what we can do for the 
people in our communities, we shall discover and devise 
many ways in which our banks could help them. Our adver- 
tising task is then simple. We need only to tell each of these 


J THINK it is a good thing for the country to have one important 
university discontinue football—RoBeRT M. HUTCHINS, 
President, University of Chicago. 
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structive advice? The average banker is fairly free with his 
advice against investments. Too frequently the customer is 
told that if you can think of anything suitable for her you 
will let her know, and she goes away without any favorable 
suggestions. Who else in the community can the customer 
look to? 

The banker probably is, or should be, the best posted man 
in the community on investments and I maintain that we 
should work with the customer, certainly to the extent of 
giving the benefit of information we have at hand. I know it 
is a difficult and sometimes an embarrassing task, but I be- 
lieve it is one we must face squarely and honestly to the best 
of our ability. 


Help the A.L.B. 


of the educational program, both by personal word and by 
example. 

If we can continue in the development of the local chap- 
ters and study groups of the Institute and continue to pro- 
mote the organization of additional groups, we shall surely 
be providing a way by which banking can play its part in 
business development. 

Your employee—or your junior officer—is more than just 
a name on a payroll ledger. He is a personality, impressing 
himself upon your customers and your prospective customers 
more frequently than you do yourself. Under the proper 
educational stimulus and guidance, he can become a valuable 
asset for you in the holding of old customers and the winning 
of new ones. 

Part of the job of bank management, as I see it, is to make 
certain that the program of the local chapter of the Institute 
is enlarged to the point where it will bring out the best that 
each one of your employees and officers has in him. 


Advertising 


people what our bank would be giad to do to help them. 
Every phrase must ring with sincerity and every sentence 
must be clear. 

There never was a human being who would not respond to 
a genuine offer of service. It is not so important just how we 
phrase these ideas. There are a thousand ways of asking a 
girl to marry you and they are equally effective, just so she 
gets the idea of what you are offering her. 

If you have something of value to offer your potential 
customers in the form of integrity, intelligent advice, and 
genuine interest in their problems, you will have little 
trouble in getting the ideas across. From the moment you 
plan your headline until you finish the final phrase of copy, 
try to tell them what your bank can do for them. Then you 
will be an advertising man and the folks will believe what 
you write. They will respond and, furthermore, they will 
tell their friends. 


GJ: N a mature nation, government inevitably plays a greater part 
than in a young nation —HeEnry A. WALLACE, Secretary of 
Agriculture. 
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It’s a Matter of Confidence 


S. Exxiott, President, State Bank Di- 
vision, American Bankers Association, and President, 
Bank of Canton, Ga., before the REGIONAL CONFER- 
ENCE AT RICHMOND. 


_— logical, certain source for increased earnings 
and rising interest rates lies in a widespread revival 
of business. 

Such an upturn must follow a rebirth of confidence 
in the future of business. Then the dependable man will 


borrow for prospective needs and business expansion. 
Interest rates will rise, consumer buying will increase 
and unemployment drop to a normal level. 

Easy money has not inspired a business revival. 
Men do not borrow money for private business merely 
because it is cheap. Money that cannot be used profitably 
is high at any price. 

When business is active and the businessman con- 
fident as to the future, a reasonable rate of interest will 
be paid without question. 


Unusual Loans for Country Banks 


T. A. GLENN, JR., President, Peoples National Bank, 
Norristown, Pennsylvania, before the AMERICAN BANKERS 
ASSOCIATION REGIONAL CONFERENCE AT RICHMOND. 


ITHOUT adding to a bank’s personnel and without 

additional expenditures of any great amount for equip- 
ment or supplies, it is entirely possible for any bank to 
increase its loan portfolio through the broadening of the 
services it presents to the public in the acceptance of several 
unusual types of loans not usually found in a country bank. 
These types of loans are by no means unfamiliar to our city 
brethren, but to many of the country bankers they are noth- 
ing but so many words. 

A little study and caution is all that is needed in order to 

~ successfully seek and grant such loans. For instance, loans 
secured by the cash surrender value of life insurance policies 
are not only lucrative, but are easy to find and present what 
amounts practically to cash as collateral. Most businessmen 
have life insurance to some extent. We have found that 
during the depression years many of these businessmen found 
it necessary to borrow from the life insurance companies 
against the cash surrender value of their policies. In a great 
many instances such loans are still existing in the original 
amounts with interest at the rate of 6 per cent in most cases. 
It has been found that such businessmen are susceptible to 
the suggestion that the bank take over such loans even at 
rates comparable to those being charged by the insurance 
companies, although in some cases it might be necessary to 
give the added inducement of a lower rate in order to obtain 
the loan. 

Loans to such men present several advantages, not the 
least of which is that the bank is at all times in the position 
of the possibility of liquidating the loan for 100 cents on the 
dollar. The idea of such a loan is easy to sell to the individual 
if one has a little imagination and some persuasive power. 

A personal loan department is another broader service, 
not usually found in the past in a country bank, which 
might be used as a means of adding to our net earnings. 

A third type of loan not usual in a country bank is one se- 
cured by warehouse receipts through the use of field ware- 
housing. I recognize there are many technical details neces- 
sary in connection with the use of this type of collateral, 
but there are many such loans available for the seeking. 
There is plenty of literature on the subject and I am sure 
that your city correspondent banks will be glad to assist in 
working out the details of the handling of field warehous- 
ing loans. Through the use of this medium, the country bank 
can be of better service to the community in which it is 
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A Business Getter 


ert some of the craziest ideas are good 
public relation ideas and result in new business to 
the bank and indirectly in additional earnings. As an 
illustration, I will mention a little service our bank 
offered, which has resulted in the obtaining of several 
new accounts, but which, when offered, was not in- 
tended to be a business getter. I happened to be a 
member of the local Audubon Society which obtained 
a small library of books on birds. I was asked whether 
it would be possible to have the books kept in the 
bank since it was a central and convenient location. 
This I readily consented to and because members of 
the Society have come in to the bank in order to 
obtain the books we have obtained several accounts. 
What started out to be a favor to a small organiza- 
tion has resulted in actually being a business getter. 
—Mr. GLENN. 


located and again through broadening its services it may 
add a lucrative asset to its portfolio. 

Another suggestion for an unusual type of loan in the 
country bank is one secured by assignment of accounts re- 
ceivable. Heretofore banks have looked upon the assignment 
of accounts receivable as more or less a last resort in case of 
an unsecured loan that has gone bad, but many banks are 
recognizing that additional credit, beyond what might nor- 
mally be granted on a statement, can be extended through 
the use of such assets and are actively seeking such loans. 

I might make the suggestion that a country bank establish 
a travel department, making arrangements through its city 
correspondent or some reputable travel agency. Such a 
department can be established with the use of very little of 
the officers’ time, no additional space or equipment, and 
there could be added to the bank’s profits income which 
might normally go to someone else, and usually someone out 
of the community in which the bank is serving. 

Another type of service which is quite popular in the city 
banks and which has not been adopted to a great degree 
in the country banks, is the “pay as you go” checking 
account. I am not discussing the pros and cons of the various 
methods of operating such accounts. My thought is that 
here is an unusual service and one which makes available 
to the low income group banking services which would not 
be available on any other basis. Banks using such plans 
report that they are profitable. 


BANKING 


Back to a Free Gold Market 


WintHrop W. Atpricu, Chairman of the Board, Chase 
National Bank, New York, to the Shareholders. 


| peeeees much we may deplore the raising of the price 
of gold in dollars in the first place, time has run too 
far to permit us to return to the former price. We must keep 
the price where it now is. But I do not propose that we do 
nothing. On the contrary, it seems to me that we should 
proceed to take measures of so firm a nature that we will be 
able to retain for ourselves and for the world a stable mone- 
tary value for gold. 

The wise course seems to me to be the following: We 
should remove as promptly as possible the present prohibi- 
tions and restrictions on the private possession of gold. We 
should resume specie payments, coining gold again and put- 
ting gold coins back into circulation. At the same time, gold 
certificates should be reinstated for the convenience of those 
who do not wish to use or hold sizable amounts of gold coin. 
New imports of gold should be paid for in gold coin or nego- 
tiable gold certificates and the circulation of gold and gold 
certificates should be encouraged. 


A READY RESERVE 


IT is altogether probable that if gold were to be put back in 
circulation in the manner suggested, much would go out of 
sight in the private holdings of the people. To the extent 
that gold, in the form of coin or gold certificates, went out of 
sight or remained in general circulation, it would form a 
ready emergency reserve for future use. There have been 
many instances in monetary history where a gold circulation 
has proved its usefulness in times of national crisis. And at 
this time such gold as stayed out of circulation in private pos- 
session would reduce proportionately the menace of excess 
reserves. 

But it cannot be maintained that the procedure outlined 
above would relieve the American economic system entirely 
from the impact of further gold imports or from the expan- 
sive power of excess reserves. To deal with that danger it 
may be necessary to take further steps. When we shall have 
had time to see the effects on our gold stock of revived specie 
payments, Congress might well consider granting power to 
the Board of Governors of the Federal Reserve System to 
raise reserve requirements beyond the limits now authorized 
by law. But any power so granted should not be susceptible 


of use to an extent greater than that needed to reduce excess 
reserves to manageable proportions. 

We must all look forward to the day—and prepare for it 
—when the world will again find itself at peace. It is too 
soon to attempt a forecast of the influences which will deter- 
mine the nature of that peace. But one thing is certain if 
peace when it comes is to have any real permanency, and that 
is that the multitudinous barriers which at the time of the 
outbreak of the war prohibited or unduly hampered trade be- 
tween the nations of the world must be removed, and that a 
situation must be created in which goods may move freely 
and in volume over international boundaries. In the accom- 
plishment of this result it is unavoidable that the United 
States, because of its great economic strength, will play a 
most important, if not controlling, role. There is no doubt 
in my mind but that one of the most vital contributions we 
will be in the position to make to the peace settlement is that 
which has to do with the problem of the stabilization of the 
exchanges between the constituent parts of the new political 
world which will be created by the treaties to be entered into. 

We are already the possessors of 60 per cent of the 
world’s monetary gold stock. Before peace can be achieved 
this share may have risen further. In a large sense we are 
and will be the conservators of the world’s monetary system. 
It is for this reason, as well as for ample reasons of our own, 
that we must take action now to preserve the monetary char- 
acter of gold. As I see it, our immediate function is to rees- 
tablish a free gold market permitting free movement of gold 
bars and gold currency both inward and outward, so that the 
price of gold as here established shall constitute a firm and 
certain base line from which the values of the diverse curren- 
cies of the world can be confidently figured. 


OUR FEDERAL BUDGET 


ANOTHER phase of this problem of the stabilization of for- 
eign exchanges both now and in the future and one which 
affects also every feature of our domestic economic life is the 
necessity of balancing our Federal budget. I have spoken so 
much, however, and so often, about this phase during the past 
few years that I will not attempt to add anything further at 
the present moment to what I have already said except this: 
that every day we permit to go by without bringing our Fed- 
eral budget into balance adds to the danger and difficulty of 
the problems involved. 


That Old Unquenchable Spirit 


CHaRLES F. WEED, Vice-president, First National Bank, 
Boston, and President of the New England Council, before 
the New ENGLAND SALES MANAGEMENT CONFERENCE. 


AS a matter of selfish interest, New England should lead 
the way for the free flow of commerce between all 
sections. It is only by the unobstructed exchange of products 
throughout the nation that we can keep our factories busy, 
our people employed and living standards high. 

We cannot rest on simply producing the best of goods. 
Our real problem begins at the factory gate. The world no 
longer beats a path to your door, even though you do make 
the best mousetrap. Times have changed. The consumer is 
now the ultimate arbiter, and all producers, salesmen and 
suppliers of service must win his favor. 


February 1940 


New England, because of her rich heritage and the many 
facilities at her command, can move vigorously forward. 
Perhaps we have rested on our oars because we have sensed 
a huge backlog of wealth. But let us not delude ourselves as 
to this wealth which is being drained by the heavy toll of 
taxes and not gaining because of lack of replenishment of 
fresh capital with which new wealth is created. 

What, then, is to be done? We cannot wait for the world 
to settle down or for national affairs to be ironed out. Rather 
we should begin our reconstructive task right here and now. 
The 42-hour law does not apply to salesmen, and you can 
start speeding up. 

The challenge is for a resurgence of that old unquenchable 
spirit that fights on against formidable odds. The spirit is 
what counts. 
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The Public Debt 


President RoosEvELT in his budget message to Congress. 


HERE is no subject on which there is more conscious or 

unconscious deception than the public debt. People 
who would never dream of assessing their own position solely 
in terms of their liabilities do so continually in discussing the 
Government’s position. 

Those who state baldly that the Government’s debt is 42 
billion dollars—and stop there—are stating a deceptive half- 
truth calculated to make our people apprehensive. For one 
thing, it would clarify the public mind if it were pointed 
out that of the 42-billion-dollar figure the amount incurred 
between June 30, 1933, and December 31, 1939, is just over 
19 billion dollars. 

For another thing, it would be more honest and more 
honorable for them to say that while one line in the national 
budget shows a national debt of 42 billion dollars, other 
lines indicate that the Government has 7 billion dollars of 
cash, gold available for debt redemption, and proprietary 
interest in Government corporations, which reduces the net 
debt to 35 billion dollars. 

In addition, of course, there are the billions of dollars’ 
worth of durable, tangible assets constructed or purchased 
by the Government that are a real offset to the debt, though 
never listed as such. 


RECOVERABLE LOANS, DURABLE IMPROVEMENTS 


DURING the period between June 30, 1933, and June 30, 
1940, nearly 14 billion dollars of Federal funds will have 
"gone into recoverable loans and investments and durable 
improvements. 

Furthermore, during the same period, the burden of the 
combined total of public and private debts has decreased. 
The interest on the public debt alone in the calendar year 
1939 constituted only 1.45 per cent of the national income 
as contrasted with a corresponding percentage of 1.62 per 
cent for the year 1933. 

The increase in the national income over 1932 for the year 
1939 is far in excess of the total increase in the debt for the 
whole period since 1933. The credit of the Federal Govern- 
ment has never been higher. 

The debt accumulated since 1933 represents a far more 
prudent and productive use of our people’s savings than 
much of the enormous private debts piled up in the twen- 
ties. The billions that were borrowed for speculation, for for- 
eign loans, for second and third mortgages on overproduced 
commercial construction, hardly represented the most 
prudent use of our people’s savings. 

It is true that isolated debts can be defaulted without 
great harm to the general economy. But this is not true 


when, as in 1933, a large part of our private debt was in 
danger of default, and the savings of the whole community, 
as well as the general credit of industry and agriculture, were 
imperiled. 

A part of the existing public debt and of agency loans is in 
fact accounted for by the necessary assumption by the 
Government—through the familiar “bailing out’ process— 
of private debts on the verge of default. 

In considering the growth of the Federal debt, it must 
finally be borne in mind that in recent years the Federal 
Government has had to take over some of the burdens which 
had theretofore fallen upon our States and municipalities. 
By 1933 the strain of the depression upon the finances of 
local governments had become unbearable. 

From June 1929 to June 1933, States and municipalities 
had to increase their net debt by over 4 billion dollars and 
their credit in many cases had approached the breaking 
point. By 1933 there was an insistent demand that the na- 
tional Government come to the financial aid of local gov- 
ernments. 

Consequently, between June 1933 and June 1940, the 
Federal Government will have made available for local re- 
lief, work relief, and local public works the sum of 17 billion 
dollars. In addition, during this same period, the Federal 
Government increased its grants for public roads by 1 billion 
dollars over the preceding seven years. 

By reason of these Federal expenditures it became possi- 
ble for the States and municipalities during this period to 
rehabilitate their credit, and even to reduce slightly their 
aggregate indebtedness. 

If they had continued to discharge the responsibilities that 
were formerly theirs to a degree commensurate with the 
Federal Government’s effort, the aggregate indebtedness of 
our States and municipalities would have increased by not 
less than 18 billion dollars and their taxes would have been 
enormously increased. 

Debt, whether individual, corporate, or governmental, 
cannot be judged in a vacuum; it must be considered in 
light of earnings, assets, and credit standing. 

When the increase in the national debt is viewed against 
the background of what was accomplished by the growth 
of useful physical assets, and of effective national earning 
power, and by the strengthening of the nation’s credit and 
morale, there is no economic ground for anxiety, so far as 
the national debt is concerned, as to the nation’s future. 

And if our citizens understand the capacity of the nation 
to produce increased national income and act thereon with 
all possible faith and practical energy, they will be in a posi- 
tion to anticipate balanced budgets without curtailing es- 
sential social programs. 


Our Financial Unpreparedness 


ArTHUR A. BALLANTINE, former Under-Secretary of the Treasury, before the ACADEMY 


OF POLITICAL SCIENCE. 


tenon public debt would be a millstone about the neck of the Government in another 

great emergency, such as a foreign war. Such an emergency we confidently believe we 
shall not have to meet, but our present financial unpreparedness, because of the debt and our 
already high level of expenditure and taxation, is all too obvious. 

Moreover, a swollen and steadily growing Government debt carries in itself the threat of 
creating a serious emergency. Government credit is unimpaired under the conditions of today. 
Yet, if the idea should ever take root that the debt is too great or unmanageable, we would 
have to face the possibility of a flight from the currency. 
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Consumer Credit in a Small Town 


A. T. Spritzer, II, Cashier, The Savings Deposit Bank 
Company of Medina, Ohio, before the Onto BANKERS 
ASSOCIATION. 


d be Savings Deposit Bank Company is a small bank 
located in the county seat of Medina County, which is 
substantially an agricultural community. Our town of less 
than 5,000 population has the usual small industries. How- 
ever, basically speaking, it is often called a town of retired 
farmers. 

Our deposits are about 75 per cent savings and 25 per cent 
demand, which calls for the necessity of keeping money at 
work. The bond account represents a $750,000 investment. 
Our net consumer-credit investment is only $83,000. In 
other words, our bond investment is nine times the consumer 
credit investment. Yet, in the past six months our net bond 
income amounted to less than $7,000, but the instalment 
income was over $5,000. When we increase our net instal- 
ment loans $17,000 to a $100,000 total, which we expect to 
do in the very near future, the net income from this source 
will exceed our income from a $750,000 bond investment 
risk. Such figures prove to us that consumer credit is a very 
important department in the bank. 

In the latter part of 1935 we surveyed the consumer 
credit opportunities in our locality, and became sold on the 
soundness of instalment loans. We didn’t care to jump in 
the dark, so we moved very slowly and cautiously since we 
could find no other Ohio bank that was active in this field. 
We felt, however, that we knew our neighbors well, and 
that we had the right to trust them. Also, we couldn’t help 
recognizing the real need for some such service, which at the 
same time could be very remunerative to our bank, if 
properly managed. 


AUTOMOBILE LOANS 


AN important proportion of our loans had always been 
made in small sums for personal use, but instead of testing 
the instalment payment plan on what might be termed 
personal loans we ventured first into the automobile field. 

Inasmuch as we had to start from scratch, we worked out 
our own bookkeeping methods and forms—most of which 
have since been modified—as we could not avail ourselves 
of the experience of others at that time. Naturally, the busi- 
ness grew slowly, but you may judge of the need for it and 
of its basic soundness, from the fact that in these few years 
we have loaned more than $300,000 on a monthly repayment 
plan and have received well over $20,000 in interest. To 
date our losses have been less than $100. This is less than 
3/100ths of one per cent loss ratio. 

The Savings Deposit Bank Company allows a number of 
automobile dealers to discount instalment paper on new 
cars at 14 per cent and this is a good business. We allow no 
discounts on used cars. Our previous experience with certain 
dealers was not altogether satisfactory, so we restrict this 
rediscount service to those who have a substantial net 
worth. These selected dealers execute purchase agreements 
good for all paper used in purchase of goods from them. The 
other dealers turn in paper, but we do not allow them any- 
thing for it, and naturally do not hold them liable, since the 
loans are really made direct. 

A few months’ experience in financing new automobiles 
convinced us of the basic soundness of the whole instalment 
loan plan so the Company entered the personal loan field. 
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Later our automobile loan operations were extended to 
cover used cars. 

We had always financed many used cars as farmers are 
accustomed to buy them rather than new ones. But we 
financed them by loans on the personal notes of responsible 
land owners and declined to accept chattel mortgages. As 
the months passed, however, our experience in other phases 
of the instalment loan business pursuaded us that financing 
used cars could be made just as safe as financing new ones 
and that, at least in a farming community like Medina 
County, it was a still more important service to the public. 

We wanted farmers’ business. We’ve got a lot of it on the 
instalment basis through our advertising and through deal- 
ers who supply the farmer and who have helped to educate 
him in the matter of deferred payments. A number of these 
dealers are using our plan and we allow them 1% per cent 
on all notes where payments exceed $10 a month. Here, too, 
as in our dealings with automobile dealers, we limit the dis- 
count privilege to those whose net worth is ample and who 
we know are able to take up the paper if any instalment 
becomes thirty days past due. 

On unsecured instalment paper, we have a very brief 
statement form printed on the back of the note in order to 
eliminate any chance of this essential record going astray. 

Our average secured loan is about $500 and the unsecured 
loan $155. Our normal discount charge is 5 per cent, which 
means almost 12 per cent simple interest. When customers 
ask questions about this, we point out that our schedule is 
modelled after that prescribed in Title I of the National 
Housing Act, explaining that the higher rate is necessary 
because of the need for more bookkeeping. 

We have learned that the average borrower, whether an 
automobile buyer or one who plans to consolidate old in- 
debtedness, pay taxes, insurance or mortgage interest, 
remodel a home, or what have you, is much less concerned 
about the interest rate on a loan than he is about how 
promptly you can reach a decision and how small his pay- 
ments are to be. 


IJ CAN see no reason why a nation of 135,000,000 people with 
unlimited national resources and with courageous youth in 
millions cannot so build for the future as to be able to say with 
undeniable emphasis, “America Rules the Air.”—Senator 
McCarran of Nevada. 


Democracy will be saved if as a people we are wise enough 
to know that if we do not respect others’ faiths the day may come 
when other men will not respect our faiths —FRANK MURPHY, 
as Attorney General. 


J SUPPOSE that mere literacy, without more, may be a curse 
rather than a blessing. It may enable one to absorb, without 
reflection or judgment, notions mooted by the veriest propa- 
gandist. If education 1s to attain its proper ends the product of 
any institution of learning must have acquired the ability to 
reason more soundly, to discriminate with more nicety, and to 
judge more accurately than the untutored man.—Justice 
OwEN J. Roserts of the United States Supreme Court. 


Fascist Italy may at any moment find herself facing the 
necessity and duty of taking up arms.—EtToRE Mutt, Fascist 
Secretary General. 


105 


in 
ly, 
re 
in 
he 
ist 
ral 
ch 
es, 
of 
ies 
nd 
ng 
a- 
he 
re- 
on 
ral 
on 
to 
eir 
at 
he 
of 
ot 
en 
al, 
in 
nst 
ith 
ng 
nd 
as 
on 
ith 
si- 
es- 


The Dangers of War 
To Business 


James H. Perkins, Chairman of the Board of Directors, 
National City Bank of New York, to the shareholders. 


meagan and finance can derive no lasting gain from 
war. Actually, war is the negation of all that business 
stands for. Business consists of the exchange of mutually 
useful goods and services, and its success depends upon the 
maintenance of good faith and order in all relations. War is a 
violent interruption of normal business processes, producing 
incalculable hazards and appalling waste, and no temporary 
profit can offset its ultimate cost. The world has never fully 
recovered from the last war. It left a legacy of debt, complete 
or partial destruction of currencies and monetary systems in 
some of the most important countries of the world, and a 
disruption in trade channels and price relationships unparal- 
leled in history. The great depression was the aftermath of 
war, and many of the problems with which we have struggled 
in the United States in the past ten years have descended 
in a direct line from August 1914. 

Recent weeks have recalled to us the temporary paralysis 
of trade and finance which took place at the outbreak of war 
in 1914. The greater relative economic strength of this coun- 
try, and also, I believe, the preparations made by business 
and banking anticipating such an event, aided in avoiding a 
corresponding disturbance last Autumn. Business has in fact 
continued the forward movement already under way. The 
volume of orders placed and the volume of industrial pro- 
duction have risen sharply further since the war began. 
Short term money rates, with which we are largely con- 
cerned, have hardly been affected, and the prices of bonds 
after a temporary drop have recovered substantially under 
pressure of the huge funds available for investment. 

None of us can now say whether this war will be active or 
inactive, short or long. Nor can we easily appraise the 
longer term effects on our country. One thing at least, the 
record has shown, that American business men recognize 
the dangers that war holds for them. It was proved through 
the costly experience of the World War that any stimulus 
given to business by war orders is dearly bought if it results 
in price inflation, or in a boom based upon the installation 
of new facilities which in peace time could not pay their way. 
Inflationary movements bring only an illusion of prosperity, 
and end in debts, taxes, and depression, and the task of 
guarding against these dangers will require self-restraint by 
all elements in our economic life. 


A Word for Thrift 


Wa ter S. McLucas, Chairman of the Board, National 
Bank of Detroit, to the shareholders. 


| TIMES like the present we may be inclined to deceive 
ourselves as to the true value of thrift and may fail to 
realize the effect that it has had on the development of this 
country. The thrifty individual or institution has always 
had an advantage. Neglect of the principle of thrift is 
continuously reflected in the difficulties which occur in 
our lives as individuals, in our communities, and in our 
nation as a whole. It is a disturbing fact that many of our 
leaders in local and national affairs, in business and in 
government, have ignored the principle of thrift, or have 
at least failed to give it proper stress. In banking, perhaps 
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How to Make a Speech 


Mrs. FRANKLIN D. ROOSEVELT, speaking to the 
School for Practical Platform Speaking at Washing- 
ton, set forth several “cardinal principles” for mak- 
ing a public address: 


phos make a speech unless you feel you have 
something really worth-while to say; then say 
it, and having said it, stop talking: nothing is more 
important than to know how and when to stop. 

Be conciliatory, never antagonistic, toward your 
audience, or it may disagree with you, no matter 
what you say. 

A beginner would do well to write out the opening 
and closing paragraphs, but: 

Never read a speech; even notes should be re- 
ferred to, not read. 

Learn to “think on your feet’’ so as to be able to 
answer questions without panic. 

And if you cannot answer, do not dodge or evade 
a question; be frank, and say, “I don’t know,” or “I 
haven’t formed a definite opinion.” 


too much emphasis is placed on urging customers to borrow 
to spend, and too little attention is given to the importance 
of saving, so that expenditures may be made more safely. 
In other fields there may be a similar failing to emphasize 
this important element in our economy. 

It appears to me that a greater appreciation of the virtue 
of thrift is an absolute prerequisite to the solution of our 
problem of unemployment, and to the achievement of 
more stable business conditions. 


A Federal Europe 


Lorp Lortutn, British Ambassador to the United States, 
before the Cu1caGo CoUNCIL ON FOREIGN RELATIONS. 


E any form of world organization is to work, Europe must 
be equipped to manage its own internal affairs by some 
system of federalism. The greatest of our mistakes were 
economic. What did more to wreck civilization than any- 
thing else was the belief that a war-stricken world could 
recover by a system which combined immense international 
indebtedness with unrestrained tariff protectionism. That 
was probably the major cause of the depression of 1929. 

We profoundly hope that the nations will think out far 
more thoroughly than they did last time how the world can 
be economically reconstructed when the present war is over. 
Trade and production will then be in dislocation. The needs 
of the war will have canalized the trade not only of the bel- 
ligerents but of the neutrals. Those canals will serve war 
and not peace purposes. 

Yet to go back immediately to an economic free-for-all 
fight will simply mean that the end of this war will produce 
worse results than the last. In my personal view it will be 
imperative for a time to maintain these controls, but to 
reverse their purpose, so that they are used to restore the 
standard of living without which the end of this war will 
only be the signal for fiercer revolution and fiercer wars than 
the last. Once the standard of living is restored with all that 
means in markets for the producing nations, we should be 
able safely to return to a freer economy. 
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THE DETROIT BANK 


Member of Federat' Deposit Insurance Corporation 


Condensed Statement of Condition, December 30, 1939 


RESOURCES 
Cash on Hand and Due from Banks . .$59,226,978.97 


*United States Government Obligations, 


direct or fully guaranteed . . . . 50,090,195.64 $109,317,174.61 
Corporate and Municipal Securities (Due 


Within 5 Years) . - 14,554,483.88 
Corporate and Municipal Securities 
(Other Maturities) . . - « «  93,993,728.86 18,148,212.74 
Stock in Federal Reserve Bank a 216,300.00 
Loans and Discounts. . 17,535,645.42 
Real Estate — Loans and Liens 
on Real Estate . . 16,537,511.06 
Bank Buildings . ...... 1,927,871.75 
Furniture and Fixtures. . . . . . 93,824.44 
Other Real Estate. . . 1,129,821.97 
Customers’ Liability on Acceptances 3 and 
Letters of Credit . . . . 8,512.50 
Other Assets. . aa 40,430.32 
Income Accrued but Not Collected as 505,588.05 
Prepaid Expenses . . ‘ 76,115.45 
TOTAL OF ALL RESOURCES $165,537,599.20 
LIABILITIES 
Deposits of Individuals, Corporations, 
Banksand Others. . . . . .$69,988,918.06 
United StatesGovernment .. . . 3,767,064.86 
Treasurer—State of Michigan. . . . 462,521.63 
Total Demand Deposits. . . . . . 74,218,504.55 
Total Time Deposits. . . . . . . 81,842,450.82 
Total Deposits. . $156,060,955.37 
Our Liability on Acceptances and Letters 
of Credit. . 8,512.50 
Income Collected but Not Eerned . 384,600.42 
Accrued Taxes, Interest, Dividends, ete. 104,801.78 


Capital Investment: 


Common Stock... . . . .  1,800,000.00 

Surplus . . 1,800,000.00 

For "ditional Retirement of ‘Preferred 

Undivided Profits 290,000.00 7,860,000.00 

Reserves for Contingencies . 1,118,685.13 
TOTAL OF ALL LIABILITIES $165.537.595.20 


*All U. S. Government obligations are carried at par value or less. United States Government 
Securities carried at $5,368,800.00 in the foregoing statement are pledged to secure public 
deposits where required or permitted by law. 


COMMERCIAL and SAVINGS BANKING 


29 Branch Offices Throughout the City 
Main Banking Office . .. Griswold at State .. . Detroit, Mich. 


THE DETROIT BANK 


February 1940 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 30, 1939 


RESOURCES 
Caso anpD DuE From Banks .... . . « « « $1,293,142,974.89 
BuLLion ABROAD AND IN TRANSIT . 1,531,789.02 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 


Srock oF FEpERAL Reserve BANK . . ...... 6,016,200.00 
OrHeR SECURITIES. . . 135,271,736.00 


$3,085,819,058.50 
LIABILITIES 


CapiTaL Funps: 
Sroce . . . « » SMO 
$ 233,561,785.02 
Divipenp PayaBLeE Fesruary 11,1940. ........ 5,180,000.00 
RESERVE FOR TAXES, INTEREST, ETC. . . 1,850,485.58 
LiaBILiry AS ENDORSER ON ACCEPTANCES AND — BILLs . 1,570,723.08 
$3,085,819,058.50 


United States Government and other securities carried at $104,897,563.40 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Questionable checks are whisked to 
bookkeepers before they are cashed. 


Protects You Against Loss on Questionable Checks 


| Don’t make your tellers gamble on questionable checks! Let 
pin your bookkee "pers see the octal check! Lamson Tubes speedily 
carry the apes in question from the teller to the bookkeeper to 
be verified- k again before the teller has counted the money 
the second dean paar quietly, unnoticed. 

More than that, Lamson Tubes minimize the need for mes- 
Pneumatic tubes speed the writing up senger staffs. They save time in certifying checks . . . in writing 
up pass-books ... in obtaining customers’ balances notifying 
bookkeepers of special deposits . . . and in carrying inter-depart- 
ment memos. Install one line or as many as you need. They are 
easy and inexpensive to install—one cost only—and you buy them 

outright, thereby saving money in the long run. 


GET THIS FREE BOOK OF FACTS Wings of Business” 


A helpful 32-page booklet explains how these high-speed mechanical 
messengers save time and money for all kinds of business organizations. 


WRITE FOR YOUR FREE COPY! 


Securities are safely carried between LAMSON Pneumatic Tubes are also ideal for factories and business 


nole tellers’ cages and vaults. offices to speed up inter-departmental shuttling of memoranda, etc. 


Use LAMSON 


LAMSON TUBES DISPATCH TUBES 


between Tellers and 
Bookkeepers for 


THE LAMSON COMPANY, IN¢ 
Positive protection on doubtful Hew 
checks. Send me a FREE Copy of your Pneumatic Tube Book, “Wings 
of Business’’—no obligation. 
Certification of checks. 

Name... 
Securing customers’ balances. 

wm 

Notifying bookkeepers of spe- 


Address 
cial deposits, etc. 


) q 4 
) 
\ 
| 
3 

| 

1 . 

3. 


1940 WILL BE A BETTER YEAR 
FOR GEORGE S. MAY CLIENTS 


A most valuable service rendered business by George S. May Company 
is that of removing doubt about future profits. 


The 3072 industrial and commercial organizations who are now May 
clients, together with approximately 800 more who according to present 
averages will be served during 1940, will be in the fortunate position 
of knowing, not wondering, what the new year will bring. 


An analysis of the income possibilities of your own business by May 
Engineers is the first logical step toward insuring a profitable New Year. 
REFERENCE: YOUR OWN BANKER 


GEORGE S. MAY COMPANY 


CHICAGO SAN FRANCISCO HOUSTON NEW YORK 
2600 North Shore Ave. Ill Sutter Street 608 Fannin Street 122 East 42nd Street 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 
OFFICES 45 OTHER PRINCIPAL CITIES 


‘ 


